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You are entitled to... and 
get...the utmost in protection 
and economy ... if youre a Mill 


Mutual policy - holder. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 






















Millers Mutual Fire Insurance Co...............0e0eeeee8 Harrisburg, Pa. 


Millers Mutual Fire Insurance Co...................... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co................ Wilkes-Barre, Pa. 





Millers Mutual Fire Insurance Association.................-2.6. Alton, Il. 


Grain Dealers National Mutual Fire Ins. Co.............. Indianapolis, Ind. 





Western Millers Mutual Fire Insurance Co............... Kansas City, Mo. 


National Retailers Mutual Insurance Co....................+-. Chicago, IIl. 


Michigan Millers Mutual Fire Insurance Co................. Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co................... Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, III. 


A service organization maintained by the Mill Mutuals. 
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‘These are Sound Principles 
and Will Endure’— 








John Marshall, 
in 1795 | 


N December 26th, 1795, a group of 

leading citizens of Richmond gath- 

ered to hear the report of John Marshall on 

a plan for the organization of the first in- 
surance company in Virginia. 

















To Marshall, later great Chief Justice of 
the Supreme Court, and already famous as 
the most brilliant lawyer in the State, had 
been given the task of reporting on the 
soundness of the principles and plan. | 








The company organized that day was a | 
mutual corporation and the principles | 
which Marshall endorsed were the great mu- 
tual principles of ownership and manage- | 
ment in the hands of policyholders, careful 
selection of risks, and furnishing reliable | 
insurance at low cost to the insured. 


a a ad 


John Marshall’s judgment has been splen- 
didly justified. Mutual principles have not 
changed to this day. Mutual corporations 
through sound management are able to re- 





turn to the policyholders a substantial part 


MUTUAL PROTECTION IS AVAILABLE 


FOR THESE CASUALTY RISKS: of their insurance premium. 
Accident and Health Liability (all forms) 
Automobile (all forms) Plate Glass 





Workmen’s Compensation Fidelity 














| 
Burglary and Theft Property Damage 


NATIONAL ASSOCIATION OF MUTUAL CASUALTY COMPANIES | 


919 NortH MicHIGAN AVENUE — CHICAGO, 11, ILLINOIS 








THOMPSON 


Commissioner of Insurance 


STATE OF OREGON 


NE OF THE VETERANS in the ranks of insurance regulatory authorities, Commissioner 
Thompson at present is serving with distinction as chairman of the important executive 
committee of the National Association of Insurance Commissioners. Before assuming the post 
of Oregon Commissioner of Insurance six years ago he was prominent in the life insurance field. 
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INSURANCE BELOW COST 


ROM. time to time there have 

been formulated many defini- 

tions of what constitutes news, 
the best-known being that it is news 
when a man bites a dog. A newer 
definition—just as sound but admit- 
tedly somewhat more specialized—is 
that it is news when the American 
spokesman for an alien stock casualty 
insurance carrier indicates that it is 
the desire of his organization to begin 
giving its own money away to the 
policyholders. 

This was the remarkable wish ex- 
pressed by Edward C. Stone, United 
States general manager and attorney 
for the Employers’ Liability Assur- 
ance Corporation, Ltd., of London, 
England, in addressing the recent 
Cleveland meeting of the American 
Association of University Teachers 
of Insurance, as far as can be deter- 
mined from a careful perusal of his 
statements upon that occasion. 

Mr. Stone was scheduled to speak 
upon “Developments in  Property- 
Casualty Insurance Legislation Re- 
sulting from Public Law 15”, but 
after a gingerly preliminary skirting 
of this sedate topic he wandered off 
into the more appealing bypath of 
rate deviations. By the time he had 
journeyed its length, and had returned 
to end discussion of his avowed sub- 
ject with a brief plea for intensive 
study of proposed rate regulatory 
laws, he had ground his chosen axe 
of statistically unjustified rate devia- 
tion to razor edge. He stood as a liv- 
ing portrait of the ruggedly individ- 
ualistic insurance executive, ready 
and willing in the public welfare to 
meet any competitor’s rates — any 
time, anywhere. And should such a 
policy devour his company’s profits 
or deplete its surplus, he inferred, the 
losses were nobody’s business but the 
company’s own, so long as solvency 
could be maintained. 

To come to so unusual a conclu- 
sion a good deal of expounding ob- 
viously was required, and this ex- 
pounding Mr. Stone nimbly did. 


He pointed out that under a “prior 
approval” type of statute such as is 
being advanced, regulatory authori- 
ties tend to set one rate applicable to 
the operations of all types of insur- 
ance carriers. But participating car- 
riers, while usually charging the same 
initial rate as other companies, ordi- 
narily return to the policyholder at 
the end of the policy period a sub- 
stantial “saving” or “dividend”, which 
has the practical effect of reducing 
the actual insurance cost considerably. 
Thus the participating carrier, be it 
stock or mutual, he held to have a tre- 
mendous competitive advantage over 
the non-participating carrier, which 
returns nothing to the policyholder at 
the end of the policy period except a 
bill for the next year’s insurance pre- 
mium. 

The non-participating insurance 
carrier, Mr. Stone indicated, could 
meet this competition by the device 
of operating at a deviated initial rate 
—which would approximate the final 
insurance cost of the participating 
company’s policyholder, after the un- 
used portion of his premium had been 
returned tg him at the end of the pol- 
icy period. That is, it could thus 
meet this competition except for one 
troublesome obstacle. The obstacle 
is that the insurance company wishing 
to write business at @ deviation ordi- 
narily must justify the statistical 
soundness of this deviation to the in- 
surance regulatory authorities before 
it is approved for use. There has 
been some insistence in the past that 
the insurer requesting approval of a 
deviation demonstrate that its ex 
pense ratio is so much lower than the 
expense ratios usual to the insurers 
upon whose experience the standard 
rate is based that the deviation is 
justified. 

This is what Mr. Stone, and the 
insurance companies whose point of 
view he expresses, object to. 

Naturally, many insurance compan 
ies cannot point to an expense ratio 
sufficiently lower than the average to 
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justify much of a deviation. In 
1944, for example, the Employers’ 
Liability Assurance Corporation, Ltd. 
had a ratio of losses incurred to pre- 
miums earned of 57.8%, and a ratio 
of expenses incurred to premiums 
written of 39.2%. Whatever oddi- 
ties may result when two such dis- 
similar ratios are added together to 
make a combined loss and expense 
figure of 97%, they would be oddities 
indeed were they to provide enough 
leeway to permit the company to 
make any competitively useful devia- 
tion, and still show an underwriting 
profit. 


Of course, Mr. Stone did not deny 
his expense ratio. Rather he gloried 
in it, suggesting that low expense 
ratios may well be an indication of 
niggardliness upon the part of man- 
agement in compensating employees 
and agents. He contended that a pre- 
mium should not be placed upon nig- 
gardliness in management, doubtless 
confident that no such charge could 
be levelled against the wage policy 
of the Employers’ Liability Assur- 
ance Corporation, Ltd., from the top 
down. 


Upon this framework Mr. Stone 
draped his proposal. He urged that 
any solvent insurance carrier, upon 
application, should be permitted by 
the insurance regulatory authority to 
employ any rate which has been ap- 
proved by that authority for any other 
carrier as “not excessive, not inade- 
quate, not unfairly discriminatory, 
and not otherwise unreasonable”. If 
the competition which the applying 
insurance carrier wishes to meet is 
that of a participating insurer, then 
the rate approved should be the par- 
ticipating insurer’s net rate. If it be 
argued that the net rate of a partici- 
pating insurer cannot be determined 
until the end of the policy period, 
then the rate permitted the applying 
carrier should be based upon the par- 
ticipating insurer’s initial rate less 
the average annual “saving” or “divi- 
dend” returned to policyholders by 
the participating insurer over the pre- 
vious three-year period. The fact 
that the carrier seeking to use the 
lower rate cannot justify its use upon 
the basis of its own experience, and 
thus may be furnishing insurance at 
far below its cost, it was held should 
have no effect upon approval, as long 
as the company making application 
for use of the rate meets the test of 
solvency. 


It was not made entirely clear 
whether all solvent insurers should 
be granted this privilege, or whether 
it was to be limited to what were 
termed “independent” insurers, which 
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do not join with other carriers in 
rate-making activities. Mr. Stone’s 
point here was that “independent” 
insurers do not require the protection 
of state rate regulation to escape Fed- 
eral anti-trust laws, that since they 
engage in no joint rate-making ac- 
tivities the anti-trust laws do not ap- 
ply to them. 


Nor was it made quite clear why 
the insurance carriers spoken for by 
Mr. Stone are anxious to furnish in- 
surance at less than cost. 


Doubtless there will be considerable 
future discussion of Mr. Stone’s mag- 
nanimous proposal. Doubtless, too, 
there will be statements from cynical 
individuals to the effect that every 
dollar that his companies lose by cut- 
ting rates where competition demands 
will be more than made up in sit- 
uations where the competitive neces- 
sities are not so urgent. It will be 
contended that such operations dis- 
criminate in favor of one class of 
policyholder against another class, or 
against the policyholders in one state 
at the expense of those in another 
state. 


Being ever disposed to take the 
constructive view we believe that the 
Employers’ Liability Assurance Cor- 
poration, Ltd., of London, England, 
in its inscrutable wisdom, is looking 
for opportunities to give away money. 
Toward its latest listed directors— 
Arthur Digby Besant, Esq., F. I. A.; 
The Hon. Thomas Brand, C. M. G.; 
Samuel H. Brown, Esq.; Sir Gordon 
Campbell, K. B. E.; Hugh D. Flower, 
Esq.; Sir Eric Mieville, K. C. I. E., 
mS Vi ok, ©. BB Se ee oe 
Francis E. J. Smith; Sir Campbell 
Stuart, G. C. M. G., K. B. E.; and 
the Rt. Hon. Lord Courtauld Thom- 
son, K. B. E., C. B., Chairman—this 
publication lifts a’quizzical eyebrow. 


“INSURANCE AS 
INTERSTATE COMMERCE” 


T has become obvious that a 

great many persons who pro- 
fess no particular interest in the 
current effort to work out an ac- 
ceptable pattern for continued state 
regulation of insurance have, in 
reality, a very decided interest in 
the subject. 


Upon everyone who is engaged 
in the business of insurance, upon 
every buyer of insurance contracts, 
upon everyone employed in govern- 
ment whose duties bring him into 
contact with insurance, the deci- 
sions which eventually are reached 





in this matter will have an effect 
of some sort. Every conscientious 
member of a state legislature who 
is to be required to vote upon the 
proposals which will grow out of 
the decisions made is concerned. 
All of them have an interest in the 
work now being done to adapt the 
regulation of the business of in- 
surance to the changes necessitated 
by the holding of the Supreme 
Court of the United States that the 
business of insurance is commerce, 
and is subject in consequence to 
Congressional control. Any pro- 
fessed lack of interest means sim- 
ply that they are unaware of the 
implications of the situation. 


For this very large group of 
people that would be extremely in- 
terested in the question of whether 
a workable system of state regula- 
tion of insurance can be devised 
the atmosphere should be cleared 
greatly by the publication of a 165- 
page volume titled “Insurance as 
Interstate Commerce” (McGraw- 
Hill Book company, $2.50). 


The book is the work of Elmer 
Warren Sawyer, who is in the ex- 
tremely fortunate position of being 
an author whose words automati- 
cally command a considerable re- 
spect. In his long insurance ex- 
perience as an attorney for a lead- 
ing mutual casualty carrier, as a 
representative of the stock casu- 
alty insurance associations, and in 
private practice as an insurance 
lawyer, the writer has come to be 
known favorably both by the ac- 
tive leaders in the insurance busi- 
ness and by regulatory authorities 
as a deep and thorough student of 
practical insurance affairs. 


“Insurance as Interstate Com- 
merce” begins with a discussion of 
the task confronting insurance. It 
treats of the dual control of com- 
merce under our American system 
of Federal and state government. 


The history of insurance under ex- 7 
clusive state control, from 1868 to 
It analyzes the | 
decision of the Supreme Court of | 
of the United States in the South- | 


1944, is sketched. 


eastern Underwriters Association 
case, and the impact of this opin- 
ion upon state regulation of insur- 
ance. Other topics are the exist- 
ing Federal statutes, the pattern 
for cooperative regulation of the 
business of insurance, the power 
of the states to control insurance, 
Federal regulation vs. state reg- 
ulation, and insurance regulation 
and the public interest. Finally, a 
course of recommended action is 
outlined. 
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The writer begins by pointing 
out that, after the Supreme Court 
of the United States had rendered 
its decision in the Southeastern 
Underwriters Association case 
holding insurance to be subject to 
regulation by Congress under the 
commerce clause of the Constitu- 
tion, three alternative courses of 
action were possible for the insur- 
ance industry and the state insur- 
amce regulatory authorities. First, 
add effort could be made to strength- 
en and preserve state regulation of 
insurance, or at least a part of it, 
by the establishment of state sys- 
tems consistent with Constitution- 
al limitations upqn state authority 
over commerce. Second, a system 
of Federal control of insurance 
could be created, comparable with 
Federal regulation of railroads. 
Third, the insurance business could 
operate upon a freely competitive 
basis, without a complete system of 
regulation, subject to existing Fed- 
eral laws. Each alternative had its 
supporters in the insurance world, 
but the first was most widely fa- 
vored, and became the basis of such 
joint activities as were instituted. 


The first requisite for the work- 
ing out of a feasible program to ac- 
complish the continuance of state 
regulation, the author holds, is the 
securing of a complete agreement 
upon the scope and limitations of 
state power to legislate validly up- 
on matters affecting interstate com- 
merce between all branches of the 
insurance business, all state insur- 
ance departments, and all state leg- 
islatures. All states must agree 
upon the principles of regulation, 
and each branch of the insurance 
business must agree upon the prin- 
ciples of regulation under which it 
can adequately serve the public; all 
views must be reconciled. The 
legislation which is drafted and 
passed by the January 1, 1948, 
deadline must be uniform in prin- 
ciple, even though it differs locally 
in detail, since it is fundamental 
that there must be nationally a 
high degree of uniformity in insur- 
ance practices. 


“Insurance as Interstate Com- 
merce” contends that nearly every 
phase of the task confronting in- 
surance involves directly or indi- 
rectly the power to legislate for 
regulation of commerce, and calls 
attention to the fact that in the 
political structure of the United 
States two governments—state and 
Federal — exist within the same 
territory, with a division of power 
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between them. Congress, of course, 
is regarded as supreme within its 
sphere, upon the theory that the 
delegation of power to Congress 
by the states has restricted the 
power of the states in that regard. 
The power which the states may 
exercise, within limits, to regulate 
even interstate commerce is the 
“police power”, which has not been 
delegated to Congress. 


The situation which then arises, 
the author states, is the division of 
power to regulate commerce into 
three areas: the area in which the 
power of Congress is supreme, the 
area in which the authority of the 
states is exclusive, and the area in 
which the states may act in the ab- 
sence of regulation by- Congress. 
It is in the third area that most 
conflicts, such as the present insur- 
ance regulatory situation, may be 
expected to arise. 


Congress has the exclusive au- 
thority to regulate commerce 
among the states. The states have 
the exclusive power to regulate in- 
tra-state commerce, except for the 
implied power of Congress to reg- 
ulate matters affecting interstate 
commerce. This gives rise to such 
questions as the following: Does 
the mere existence of superior 
power in the Federal government 
automatically destroy state author- 
ity to regulate interstate commerce, 
even though Congress has not ex- 
ercised that power? To what ex- 
tent may Congress permit states to 
regulate matters within Congress’ 
exclusive power? To what extent 
can Congress help states regulate 
interstate commerce? What are 
the limitations upon state power? 


The set of principles which “In- 
surance as Interstate Commerce” 
lays down for proper state regula- 
tion of insurance begins with the 
admonition that, because the power 
of the state is not the power to reg- 
ulate commerce among the states, 
no state regulatory provision 
should have as its objective regula- 
tion of interstate commerce. The 
objective rather should be a local 
regulation for the welfare of the 
state’s inhabitants. No state reg- 
ulation should be discriminatory, 
unreasonable or arbitrary, nor 
should it constitute an undue bur- 
den upon interstate commerce in 
insurance. Its objectives must be 
the public and not private welfare, 
so that it should not be primarily 
for the convenience of the regula- 
tory authority, an individual, an 
insurance company, a group of in- 
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dividuals or companies, nor a type 
of insurance carrier. It should not 
be so unequal in its application as 
to deny equal protection of the 
laws, nor should it deprive any part 
of the insurance business or any 
person of property except by due 
process of law. Each regulation 
should be a positive rule, and not a 
mere grant of permission. Care 
must be exercised to see that a 
state law is a proper exercise of 
state power and that it regulates, if 
its purpose is to regulate a phase 
of insurance contrary to the theory 
of a Federal law which is other- 
wise applicable. No _ attempt 
should be made by a state to regu- 
late insurance practices beyond its 
borders. It must constantly be 
borne in mind that power to regu- 
late commerce among the states is 
fixed by the Constitution of the 
United States, both for the Federal 
government and the states, and that 
every regulatory provision of state 
law must be within the Constitu- 
tional power of states to deal with 
interstate commerce. 


In conclusion the author sug- 
gests that the first necessary step 
toward formulating a detailed plan 
of action for dealing with the prob- 
lem of continuance of state regula- 
tion of insurance is the creation of 
a council representing all elements 
in the insurance business, and au- 
thorized to act for all of them. It 
should determine all matters of pol- 
icy, do all planning, assign all 
work, and coordinate results. It 
should have sufficient authority to 
carry out all duties assigned to it. 
Its work would be the formulation 
of a detailed plan of action for the 
entire insurance business. 


In setting up such a council, un- 
der the plan advocated by “Insur- 
ance as Interstate Commerce”, it 
should be recogniged that all seg- 
ments of the insurance business are 
equally concerned, so that there 
would be no seeking of selfish ad- 
vantages. There would be no com- 
mitments to support either state or 
Federal legislation that would lead 
the business to propose or to ac- 
cept regulation that would not pro- 
vide the best protection of the pub- 
lic interest. There should be the 
greatest encouragement to the 
business to avoid the necessity of 
imposed regulation by intelligent 
self-regulation. The primary ob- 
jective should be the interest of the 
public and there should be demon- 
strated a sincere consciousness of 
social responsibility. 
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Will There Be An Improvement In 
Postwar Traffic Accident Trends? 


Automobile Accident Toll of Pre-War Severity Feared 
as Mileage Totals Climb Back Toward Normal Levels 


By RANDALL R. HOWARD 
HAT can be done to check 


the alarming numbers of 
traffic on our 
streets and highways? 


accidents 


Because of the vast totals of deaths 
and injuries which are involved, the 
traffic casualties of the nation can 
only be compared with casualties in 
the recent World War. During the 
four-year period between Pearl Har- 
bor and V-J Day, there was a reported 
total of 1,070,524 American military 
casualties—-killed, wounded, missing, 
and prisoners. In contrast, during the 
same period on our streets and high- 
ways, the National Safety Council 
reports 94,000 persons killed in traffic 
accidents and 3,300,000 more serious- 
ly injured—and 1,250,000 of those 
injured were left with some sort of 
permanent physical disability. 

It is realized, of course, that a num- 
ber of unusual factors have been in- 
volved in the build-up of our present 
perplexing situation in traffic acci- 
dents. 

During the period of years just be- 
fore America entered the World War, 
we were becoming more and more “a 
nation on wheels.” By 1941, we were 
operating 29,500,000 licensed passen- 
ger cars and nearly 5 million trucks 
and buses, the largest motor vehicle 
fleet in our national history. 

Then on Dec. 7 of that year came 
Pearl Harbor, followed by the well 
remembered travel restrictions to con- 
serve our existing vast fleet of motor 
vehicles. Tires were rationed, tire re- 
capping was restricted, and tire and 
mechanical maintenance inspections 
were required. Gas rationing soon be- 
came nation-wide; motor vehicle 
speeds were cut to 40 m.p.h. and then 
to 35 m.p.h.; share-the-ride practices 
were stimulated; and “pleasure driv- 
ing’ was either restricted or frowned 
upon. 

Under these regulations there was 
considerable falling off in the volume 
of passenger car mileage, which meant 
that a great deal of the normal pub- 
lic desire for motor travel was being 
bottled up. This was made evident by 
the renewed burst of travel which fol- 
lowed the coming of V-J Day in Aug- 
ust, 1945, the travel increase made 
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This recent highway crash meets the worst pre-war standards 


possible in part by the almost imme- 
diate removal of gasoline and speed 
restrictions. The sudden ending of 
the war and prompt relaxations in 
travel restrictions touched off the 
greatest motoring spree the nation 
has ever experienced, crowding the 
streets and highways and creating 
traffic jams. 

To what extent have these wartime 
experiences with motor vehicles af- 
fected the trends in traffic accidents 
and the accident-control problem now 
before the nation? 

It was to be expected that during 
the year 1941, having assembled our 
greatest motoring fleet, that we also 
should have an exceptional total of 
traffic accidents. It was, in fact, the 
bloodiest and most wasteful traffic 
year in the nation’s history. Nearly 
40,000 persons killed and 1,400,000 
more injured, resulting in an esti- 
mated nationai economic loss of $1,- 
900.000. 

During the next three and a half 
wartime years after 1941, the na- 
tion's traffic accident experience look- 
ed quite encouraging—at least on pa- 
per—as compared with the 40,000 
deaths in 1941. Traffic fatalities 
dropped to 28,309 in 1942; to 23,823 
in 1943; then a slight uprising to 24,- 
300 in 1944; and there were also com- 


paratively low but increasing per- 
month totals in traffic fatalities dur- 
ing the seven months of 1945 which 
preceded V-J Day. 

However, the traffic accident ex- 
periences for these wartime years look 
quite different, after they have been 
evaluated by the traffic engineers and 
embodied in a_ traffic “death— rate” 
curve which takes into consideration 
the estimated total volume of motor 
vehicle mileage and also the engineer- 
ing “probability that exposure to two- 
vehicle collisions varies as the square 
of the mileage.” 

When so evaluated, the resultant 


traffic death rate curve shows a drop: 


of only 5 percent for 1942, a slight 
rise in 1943, and near the same level 
for 1944. Moreover, the death rate 
curve shows little change during the 
pre-war years previous to 1941. This 
means that there was, in the total. 
comparatively little change in the true 
year-to-year traffic accident experi- 
ence in the United States during the 
period of 71% years from the begin- 
ning of 1938 to V-J Day in 1945. 

It is well known, of course, that 
there normally is close relationship 
between totals of traffic accidents and 
motor vehicle mileage. For instance, 
in August, 1945, following V-J Day, 
there was a reported nation-wide in- 
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crease of at least 20 percent in motor 
mileage as compared with the previous 
year; and the August traffic deaths, 
as reported by the National Safety 
Council, were 26 percent greater. It 
is interesting also to note that the 
greatest reported increase in the Aug- 
ust, 1945, traffic accidents was in 
cities, where the V-J Day traffic 
sprees undoubtedly were most intense. 
The 375 cities of more than 10,000 
population which reported their acci- 
dents, showed an increase of 57 per- 
cent in their August traffic deaths, as 
compared with a general national in- 
crease of 26 percent in traffic deaths, 
thus indicating a death rate propor- 
tionately much lower in the rural 
areas. 

In like manner, reports showed a 
nationwide increase of 40 percent in 
the traffic accidents for September, 
following V-J Day. This implied in- 
crease in traffic mileage, following 
V-J Day, is confirmed by reports 
from the Public Roads Administra- 
tion. Their reports showed an upward 
swing of 36 percent in highway travel 
for the entire last week in August, 
as compared with a like period for 
the previous year; and a travel in- 
crease of 44 percent for the last Sun- 
day in the month. Like reports on 
highway travel for 1945 Labor Day 
showed an increase of 65 percent as 
compared with the previous year. 


The apparent close relationship be- 
tween traffic mileage and _ -traffic 
deaths has become of special concern 
to the traffic safety engineers because 
of the general assumption that when, 
sometime during the next few years, 
passenger cars again become plentiful 
for purchase, there is certain to be 
steady increase in their registration 
and a like zooming in highway mile- 
age. In fact, one often hears the pre- 
diction that within a period of 15 
years—that is, by 1960—the volume 
of automobile travel in the United 
States will have doubled. 


One support for this belief is the 
developing engineering plans for the 
proposed new national highway con- 
struction program, toward which 
Congress already has apportioned 
$1,500,000,000 through the Federal- 
Aid Highway Act of 1944, and for 
which the first $500,000,000 has al- 
ready been apportioned in a prelimin- 
ary way among the states. The plan 
gives special attention to a proposed 
network of 4,000 miles of super-high- 
ways, blue-printed to connect the lead- 
ing centers of population and also to 
provide national defense needs. It is 
assumed that this central network, 
though representing only one percent 
of the total planned system, eventu- 
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MOTOR VEHICLE DEATHS 

1941-45 1944-45 1944-45 

Death Death Mileage 
Month 1941 1944 1945 Change Change Change 
January 2,850 2,340 2,010 —30% —14% 2% 
February : 2,636 1,840 1,690 —36% — 8% — 1% 
March Flatt Gk .« 1,880 1,920 —31% 2% 8% 
April os ss) Se 1,750 1,800 —32% 3% 7% 
May a .. 3,034 1,730 1,780 4% 3% 4% 
June . 3,114 1,730 1,970 —37% 14% 6% 
July . 3,289 1,770 2,040 —38% 15% 19% 
August 3,954 1,930 2,510 —37% 30% 20% 
September 3,746 2,020 2,830 —25% 40% 32% 
October 3,903 2,250 3,440 —12% 53% 28% 
November 3,909 2,310 3,234 —17% 40% 
December 4,140 2,750 3,776 — 9% 37% 

WEED hiss oan cans 39,969 24,300 29,000 —27% 19% 
Figures for 1941 from United States Bureau of the Census. All others National 

Safety Council estimates, with November and December, 1945, on basis of incomplete 
reports. 








ally will handle twenty percent of the 
nation’s highway traffic. 

Assuming that the traffic death 
curve would continue closely to fol- 
low mileage volume, and that the vol- 
ume of motor travel might be doubled 
during the next 15 years, could the 
nation atford, and would the nation 
tolerate any such vast increase in the 
accident toll, even though the death 
rate, per 100 million of traffic miles, 
conceivably might be much lowered ? 
[f not, what practicable traffic safety 
remedies might be promoted in the 
meantime, to control traffic accidents ? 

An extreme defeatist view of the 
problem has been stated as follows: 
“Killing on our highways is the inev- 
itable penalty for national progress. 
It’s too bad, but there’s nothing much 
we can do about it.” 

The opposite view was stated about 
two years ago in the preamble of a 
preliminary report made by the Na- 
tional Post-War Traffic Safety Plan- 
ning Committee, set up by the Na- 


tional Safety Council and still active- 
ly at work on the problem. 

“A high traffic death toll,” it was 
said, “cannot and will not be tolerated 
in America after the war. Socially, 
we cannot countenance the unneces 
sary carnage—economically, we can 
not afford the attendant financial loss 
We must, then, prepare now to meet 
the complex traffic problems which 
will surely arise. 

“The Committee is aware that the 
solution of many of these problems 
lies mainly within the statutory re- 
sponsibilities of federal, state and lo 
cal officials. As in the past, it is the 
governmental agency which actually 
does the job and it is deserving of 
the high degree of support. 

“We earnestly believe that upon 
two single factors rests the ultimate 
success of any official program. First, 
an informed public opinion; second, 
a broad degree of cooperation and co- 
ordination among all of the agencies 
involved — governmental or other 
wise.” 





DEATH AND MILEAGE TRENDS, 1930-1944 
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HE post-war traffic safety prob- 

lems which must be faced also 
were summarized, in anticipation, 
more than two years ago in an ad- 
dress by Sidney J. Williams, general 
manager of the National Safety 
Council, before the Mississippi Valley 
Conference of State Highway Off- 
cials. He stated then that our “high- 
way policy has been the child of mili- 
tary need. The results are only too 
familiar to you; new construction cut 
almost to zero; planning, design, 
maintenance, policing, driver licens- 
ing, and public educational work sad- 
ly hampered by personnel losses if 
not by reduced budgets.” 


He commented, even at that time, 
on the “general and growing disre- 
gard” of the wartime speed limits, 
adding that this reflected “our tra- 
ditional dislike of arbitrary restric- 
tions and also our failure to realize 
the imperative need for conservation 
of gasoline as well as equipment.” 

However, he stated later in his talk 
that “this matter of speed, on all 
kinds of highways, is one of our big 
post-war traffic problems.’ He also 
complimented, as in his opinion “the 
greatest single contribution ever made 
to highway safety,” the MacDonald 
Report on Interregional Highways. 
This included particularly the design 
standard for the construction of the 
inter-regional system planned to con- 
nect the chief centers of population— 
the one percent of the dreamed new 
American superhighways expected ul- 
timately to carry twenty percent of 
the greatly increased volume of motor 
vehicle travel expected by 1960. 


The MacDonald — standards, he 
stated, “are based on safe travel at 
speeds of 50 to 75 miles an hour, de- 
pending on terrain. I hope this will, 
once for all, lay the ghost of ‘hun- 
dred-mile-an-hour highways’.” 


Then he added: “We can build—at 
1 price—hundred-mile-an-hour high- 
ways and hundred-mile-an-hour cars, 
but where are we going to find hun- 
dred - mile-an-hour drivers? Not 
enough of them, in our generation at 
least, to keep the cars and the high- 
ways busy.” 





This problem of speed also is being 
given special attention by a National 
Joint Committee on Post-War Speed 
Control, established early in 1944 “to 
study the effects of lowered motor 
vehicle speeds in wartime and to pre- 
pare recommendations for speed con- 
trols after the war.” Its membership 
includes 4 representatives each from 
the American Ass’n. of Motor Vehicle 
Administrators, the American Ass’n. 
of State Highway Officials, and the 
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International Ass’n. of Chiefs of Po- 
lice; and single representatives of 
eleven additional national groups. 


Their recent report recommends the 
principles of a national “long-range 
speed control program.” In_ their 
opinion, the drop in traffic deaths dur- 
ing the war years had been due pri- 
marily to less traffic, rather than to 
the somewhat lower speeds. 


The highway checks reported at the 
time indicated that average speed for 
all passenger vehicles had reached a 
low of about 36 m.p.h. in October 
and November, 1942, compared with 
a pre-war average speed of 47.1 
m.p.h. The percentage of vehicles 
which exceeded 50 m.p.h. fell from 
35 percent in 1941 to a low of 4 per- 
cent in November, 1944, then rose to 
13 percent by the middle of 1945. In 
their opinion, speed contributed to the 
accidents primarily as speed “too fast 
for conditions” rather than as “high 
speed.” 


All the accident control studies be- 
ing made give consideration to the 
age and mechanical maintenance of 
cars in service, and this will become 
an increasing post-war factor in 
traffic accidents, until new cars begin 
to become plentiful. It is pointed out 
that the average age of cars now in 
use is twice as great as the average 
during pre-war times. 


The factor of present inadequate 
maintenance of highway trucks was 
given special mention in a recent re- 
port by the Section of Safety, I.C.C. 
3ureau of Motor Carriers. Greatest 
single cause for 1,083 mechanical ac- 
cidents reported during 1944, was 
failure of brakes. Other reported 
causes, in order of totals, were failure 
of tires, engines, steering systems, 
springs, wheels, lighting systems. 
However, follow-up questionnaires on 
brakes indicated that only 55 percent 
of such cases reported by drivers rep- 
resented actual brake failures or de- 
fects, the remainder being ‘merely 





Even with highway traffic slight wartime accidents were plentiful 
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excuses” by drivers to cover up “driv- 
ing too fast for conditions’ or “too 
close to vehicle ahead.” 


Another wartime traffic safety ac- 
tivity was the Nationwide Brake Em- 
phasis Program sponsored by the In- 
ternational Ass’n. of Chiefs of Police, 
conducted in 20 states and Canada, 
from April 15 to June 1, 1945. Quick 
checks on nearly two million passen- 
ger cars indicated that one in seven 
probably could not be stopped quick- 
ly in an emergency, the highest per- 
centage of such cars having been 
found in Canada. 


Selection and training of safe driv- 
ers also has been given much consid- 
eration, as a factor that will greatly 
affect post-war traffic accidents. It 
has been assumed that considerable 
good should come from the large 
numbers of Army veterans who have 
received Army driver training, when 
they again become civilian drivers of 
passenger cars or commercial trucks. 


Early during the wartime years, the 
Army made special effort to select 
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among enlistees those who were ex- 
perienced drivers, and also to select 
and train many others. It was often 
stated that “the American Army is 
an Army on wheels,” and that “thous- 
ands of highly trained drivers are re- 
quired to operate efficiently the great 
fleet of Army vehicles.” Accordingly, 
in many schools and colleges driver 
training courses were sponsored. This 
training included —psycho-physical 
tests to evaluate driver aptitudes, and 
classes to teach the fundamentals of 
motor vehicle maintenance and good 
driving practices. 


Another factor in driver training 
has been a considerable number of 
Motor Vehicle Fleet Supervisors 
Training Courses put on during the 
past few years, conducted by the In- 
stitute of Public Safety of the Penn- 
sylvania State College and sponsored 
nationally or locally by many differ- 
ent agencies. It has been stated, to- 
ward the end of getting well qualified 
drivers for commercial vehicles, that 


With resumption of heavy traffic what will the 1946 record show? 
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one of the greatest needs is properly 
qualified supervisors of drivers. This 
is because, in most cases, a supervisor 
is promoted from among a group of 
drivers, and while he may have been 
a good and safe driver himself, he 
usually is not qualified, without spe- 
cial training, to select and supervise 
other drivers. 


The value of training drivers in 
saféty, or at least in developing for 
them some kind of “safety atmos- 
phere,” probably is indicated by the 
reported experience of fleets entered 
in the National Fleet Safety Contest, 
sponsored by the National Safety 
Council. Records for the most recent 
1944-45 annual contest show that the 
fleets which also were in the previous 
1943-44 contest were able, on the 
average, to cut their combined fleet 
accident rates well below the rates 
made by the fleets that had been in 
only one contest. 


Still another nation-wide program 
to lessen traffic accidents is being con- 
ducted by the National Committee for 
Traffic Safety, sponsored by nearly 
50 different national and local organ- 
izations. It has issued a 20-page il- 
lustrated educational booklet, “‘Dan- 
ger—tTraffic Jam Ahead,” which out- 
lines a recommended 11-point coop- 
erative program to promote traffic 
safety and planned for nationwide 
community use. 


In addition to all of the agencies 
which have been mentioned as now 
active in helping to lessen the nation’s 
traffic accidents, President Truman 
has called a national highway safety 
conference to meet in Washington 
May 8-10. It is suggested that the 
national Uniform Vehicle Code may 
need overhauling, considering that be- 
cause of wartime stresses it has not 
been revised in any manner since 
1936. It is urged atso that there is 
need for all interested agencies to get 
together to consider uniform rules of 
the road, universal effective driver 
licensing, uniform signs and signals, 
universal needs of chemical tests for 
liquor influence, and pedestrian pro- 
tection and control. 


There can be no doubt, in the total, 
that national efforts must be organ- 
ized and carried through, to lessen 
the national carnage from our traffic 
accidents—the annual loss of tens of 
thousands of lives, the suffering of 
serious injuries by additional hun- 
dreds of thousands, all from traffic 
accidents, most of which undoubtedly 
are “preventable.” 
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Ht- Workmen’s Compensation 
Division of the Florida Indus- 
trial Commission was created 
in 1935 by the Florida legislature to 
administer the provisions of the Flor 
ida \Vorkmen’s Compensation Act 
which it also enacted in that year. It 
is made up of Carl B. Smith, Tampa, 
chairman; M. J. Foley, Foley, repre- 
senting employers; and Daniel W. 
Millan, Jacksonville, representing em- 
ployees. 
There are some 23,000 complying 
employers in the state of Florida, and 
in average of 60,000 industrial acci 


lents annually. 


In controverted cases a hearing is 
onducted first by a deputy commis- 
sioner, of which there are five. They 
sit at Marianna, Jacksonville, Or 
lando, Tampa, and Miami. The full 
Commission has original exclusive ap 
pellant jurisdiction. The Commission 
is made a party to all appeals from 
orders of the full Commission, and 
is represented by its executive secre 
tary and general counsel, Raymond 
I“. Barnes. 

All public employees except elected 
officials, and all save a few classes of 
private employees in establishments 
employing three or more persons, 
under the Act. The employer 
may bring excepted employments un- 
der the Act by affirmative election. 
Personal injuries by accident arising 


conic 





DANIEL W. MILLAN 


FLORIDA 


out of and in the course of employ- 
ment, and disease or infection natur- 
ally resulting from injuries, are com- 
pensable. In 1945 the legislature pro- 
vided that death or disablement as a 
result of occupational disease, as de- 
fined in the Act, is treated as acci- 
dental injury. 

The Commission is required to in- 
vestigate safety provisions and causes 
of injuries, and to make periodic 
recommendations for preventive 
measures to the legislature, to em- 
ployers, and to insurers. 

Carl B. Smith, who is chairman of 
the Florida Industrial Commission, 
Was appointed to that post by former 
Governor Holland on December 15, 
1944, and was reappointed for a term 
of four years on January 2, 1945, 
by present Governor Millard Cald- 
well. He is a member of the insur- 
ance firm of Carl B. Smith and Sons, 
Tampa, of the Episcopal Church, 
Palma Ceia Golf and Country Club, 
and Tallahassee Rotary Club. He is 
a Mason and a Shriner. He was born 
at Elberton, Georgia, June 18, 1892, 
and received his education at Gibson 
Mercer Academy. 

M. J. Foley was reappointed to a 
four-year term as employer represent- 
ative on the Commission by Governor 
Caldwell, after having previously 
served a four-year term in this post 


CARL B. SMITH 


under the former administration. He 
was born in Kentwood, Louisiana, 
February 9, 1910. He graduated in 
1933 from the University of Notre 
Dame with an A.B. degree, having 
majored in economics. Later he serv- 
ed as a salesman for the Foley Lum- 
ber Company, Jacksonville, and later 
became president of the Brooks-Scan- 
lon Corporation at Foley. In 1935 he 
was appointed by Governor Sholtz 
as a member of the Florida State 
Forest Service, and in 1937 Governor 
Cone reappointed him for a four-year 
term. 

Daniel W. Millan was appointed by 
Governor Caldwell to succeed Arthur 
W. RKitzaur as employee representa- 
tive on the Commission. He was born 
September 28, 1900, in Wilmington, 
N. C., and was employed by the At- 
lantic Coast Line and Southern Rail- 
ways from 1916 to 1942. He is busi- 
ness representative of the Interna- 
tional Association of Machinists in 
Jacksonville, and president of Jack- 
sonville’s Central Labor Union. 

On January 1, 1946, the Commis- 
sion began to put into effect its plans 
for an intensive safety campaign, 
which is scheduled to include a com- 
prehensive survey and study of occu- 
pational disease hazards in Florida. 
The survey is being made in coopera- 
tion with the United States Public 
Health Service, and with the Florida 
State Board of Health. 





M. J. FOLEY 
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INSURANCE NEWS DIGEST-- FIRE AND CASUALTY 


Covering Period from January 1, 1946 Through January 31, 1946 








1, MINSKEY RETIREMENT. George A. Minskey, vice 
president Michigan Millers Mutual Fire Insurance 
company, Lansing, Mich., and of the affiliated Mill 
Mutuals Agency there, retired at the end of 1945 
at the age of seventy years. He had been engaged 
in the fire insurance business almost fifty years. 





2. ATLANTIC PROMOTIONS. Three new vice presidents 
of the Atlantic Mutual Insurance company and the 
affiliated Centennial Insurance company, New York, 
have been named by president William D. Winter. 
They are: W. Irving Plitt, in charge of ocean mar- 
ine; F. George Forrow, in charge of claim adjust- 
ment; and Seth C. Hetherington, in charge of field 
production. Norman Christopher was named hull sec- 
retary in charge of ocean hull underwriting, and J. 
Harold Poole was named treasurer. 





3. A & H CONFERENCE. The midwinter meeting of the 
Health and Accident Underwriters Conference has 
been scheduled for Feb. 5-6, at the Hotel Stevens, 
Chicago. The 45th annual meeting of the Conference 
has been scheduled for May 20-22, at the Netherland 
Plaza Hotel, Cincinnati. 





4, ARKANSAS REDUCTION. A reduction from 2% to 1%% 
in the 1945 assessment of companies writing work- 
men's compensation insurance in Arkansas has been 
announced by Governor Ben Laney. The levy is used 
to maintain the State Workmen's Compensation com- 
mission, and is in addition to the regular 2% pre- 
mium tax. A surplus has been accumulated. 





5, MERGER APPROVAL. The merger agreement between 
the General Reinsurance corporation and the Mellon 
Indemnity corporation, recently approved by stock- 
holders of both companies to become effective Dec. 
31, 1945, has been approved by the New York and the 
Pennsylvania Insurance departments. The surviving 
General Reinsurance corporation has capital of $5,- 
000,000, assets of more than $38,000,000, and sur- 
plus to policyholders of some $19,000,000. 


6. TEXAS COMPENSATION RATES. Workmen's compensa- 
tion rates in Texas have been reduced an average of 
5%, and a wartime provision eliminating bonus 
overtime in computing rates has been retained, the 
Texas Insurance commission has announced. Also ap- 
proved were interstate policies for employers oper- 
ating in more than one state, and forms for employ- 
ers' liability and occupational disease insurance, 
to be written separately or in conjunction with 
workmen's compensation insurance. 





7, DINEEN ON "APPLETON RULE". Refusal to grant the 
request of several out-of-state mutual fire insur- 
ance carriers that they be permitted to write full 
coverage automobile insurance in states other than 
New York is regarded as having clarified the posi- 
tion of New York State Superintendent of Insurance 
Robert E. Dineen on relaxation of the so-called 
"Appleton Rule," which does not permit insurers 
licensed in New York to write in other states cov- 
erages which they may not write in New York. He had 
previously notified several foreign and alien cas- 
ualty insurers that their writing of personal prop- 
erty floater policies in other states would not 
conflict with the New York rule. The ruling stated: 
"Several requests for relaxation of the ‘Appleton 
Rule' have recently been addressed to the New York 
Insurance department. These requests refer to the 
department's announcement on Dec. 18 that Superin- 
tendent of Insurance Robert E. Dineen had exercised 
his discretionary power under section 42(5) of the 
New York Insurance Law with respect to the Employ- 
ers' Liability Assurance Co., Ltd., and the Amer- 
ican Employers' Insurance Co. writing personal 
property floaters in states other than New York. 
The ruling referred to was based solely on the pre- 








mise that the risk under a personal property float- 
er is not of such hazardous character as was intend- 
ed to be guarded against under the Appleton Rule. 
The department emphasizes the restrictive nature of 
this decision. The action does not imply a general 
relaxation of the Appleton Rule. For example cer- 
tain out-of-state mutual fire insurance companies 
with broad charter powers have informed the depart- 
ment that they desire to transact full coverage 
automobile insurance in states other than New York, 
including personal injury liability insurance, and 
have asked for appropriate relaxation of the rule. 
The transaction by a fire insurance company of a 
major casualty insurance line, particularly one as 
potentially hazardous as personal injury liability, 
obviously is not comparable with the writing of the 
personal property floater. For this reason the re- 
quests have been denied. The ‘Appleton Rule' has 
been Similarly relaxed for other foreign and alien 
casualty companies with respect to the personal 
property floater. It is anticipated that the new 
underwriting power will be properly employed and 
abuses, if any, will not be viewed lightly. In the 
event that there should be any extension of the cov- 
erage under a personal property floater beyond the 
accepted limitations of this form, it will become 
necessary for the department to reconsider its rul- 
ing as it applies to such companies." 


8, FISHER RETIREMENT. After more than thirty years 
in office Arthur E. Fisher, Superintendent of In- 
surance and Fire Commissioner for Saskatchewan, re- 
tired on Jan. 1, 1946. He was succeeded by J. A. 
Young. The retired superintendent was extremely 
active throughout his entire term of office in the 
Association of Superintendents of Insurance of the 
Provinces of Canada, and is held responsible for 
many of its accomplishments. 





9, NEW IOWA MUTUAL. The Farmers Elevator Mutual 
Casualty company of Des Moines, writing workmen's 
compensation and other liability, has been licensed 
by the Iowa Insurance department. The company is 
sponsored by the Farmers Grain Dealers Association 
of Iowa, which also operates the Farmers Elevator 
Mutual Insurance company. 





10, MINERS' COMPENSATION. No members of District 
30, United Mine Workers of America, operating in 
southeastern Kentucky, will report in the future 
for work at mines not covered by workmen's compen- 
sation insurance, it has been announced by Sam Cad- 
dy, the organization's president. Under the pres- 
ent law, carrying such coverage is optional with 
the employer. Ed J. Morgan, president of District 
23, United Mine Workers of America, has announced 
that members of the Western Kentucky Coal Operators 
Association, comprising some 20 companies, have 
agreed to carry workmen's compensation insurance. 
Interest in the subject of workmen's compensation 
insurance protection for Kentucky coal miners has 
grown strong since the recent serious mine disaster 
in that state. 


11, MICHIGAN COMPENSATION RATES. An average reduc- 
tion of 12.8% in workmen's compensation rates is 
contained in new rate schedules announced by Michi- 
gan Insurance Commissioner David A. Forbes. Only 
eight classes were increased, with more than 700 
being reduced or remaining the same. The Michigan 
Workmen's Compensation Rating Bureau has decided 
to fix 25% as the maximum increase or decrease per- 
mitted in any given year, no matter what experience 
is shown under the rating formula. 


12, IMPUTED NEGLIGENCE DOCTRINE. By unanimous opin- 
ion the Michigan Supreme Court on Jan. 7, abolished 
the 74-year-old rule of imputed negligence in that 
state, the only one in which it had been retained. 
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The decision came in an automobile accident case, 
and sent back for retrial in St. Clair Circuit Court 
the suit of Ira Bricker, administrator for the 
estate of Mrs. Beatrice Bradshaw vs. Alger Green, 
administrator for the estate of Loren Green. Var- 
ious bar groups had joined in the attempt to have 
the doctrine of imputed negligence set aside by the 
court, numerous legislative attempts to accomplish 
this result having failed in the past. Many auto- 
mobile liability underwriters held that the de- 
cision would necessitate a sharp upward revision in 
insurance rates, and that many old cases decided 
upon the basis of the previous stand of the Michigan 
courts might be reopened. Michigan motorists have 
enjoyed in the past unusually low automobile lia- 
bility insurance rates because of the state's ad- 
herence to the imputed negligence doctrine. 


13, 1944 ACCIDENTAL DEATHS. The U. S. Bureau of the 
Census, in announcing its final figures, gave 95,- 
237 as the number of accidental deaths in 1944, as 
against 99,038 in 1943. The 1944 accidental death 
rate was 71.8 per 100,000, as against 73.9 in 1943. 
Principal causes of accidental deaths, and death 
rate per 100,000 in 1944, were: 





Total accidental deaths........... 95,2357.... T1.8 
MOGOE VORIGCLO 2c cicccsacciieweccve 24,282.... 18.3 
MOE WP SES 8 nic kek ei sis wawemes Bayh esces BUC 
Fo ge rar ee er G,657.... GO 
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Burns (ex. conflagration)........ S.gie...+ 40 
Railway accident (ex. collision 
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14, SAFETY CONFERENCE. President Truman has set May 
8-10 as the dates for a national safety conference 
aimed at reducing the toll from highway accidents. 
The meeting will be held in Washington, D. C., under 
the chairmanship of Maj. Philip B. Fleming, Federal 
Works Administrator. Public Roads Commissioner 
Thomas H. MacDonald will be director. Invited as 
delegates will be state and local officials con- 
cerned with legislative, administrative or judicial 
aspects of highway traffic, as well as others in- 
terested in the subject. 

In addressing a Jan. 29 meeting of the American 
Association of State Highway Officials, Maj. Gen. 
Fleming stated that prior to the opening of the con- 
ference committees will be appointed to draw up 
recommendations covering all phases of accident 
prevention. These will include accident reporting, 
law enforcement, engineering, laws and ordinances, 
driver licensing, education, public information, 
and public support. 





15, FIRE PREVENTION AWARDS. The international com- 
mittee of judges has made its merit awards, after 
having reviewed the reports submitted by towns and 
cities in the United States and Canada outlining 
their activities during Fire Prevention Week, Oct. 
7-13, 1945. A total of 1,604 reports was received. 
Ranked in order of final grade, the winning towns 
and cities are: Memphis, Tenn.; Jersey City, N. J.; 
Chicago; Louisville; Milwaukee; Benton Harbor, 
Mich.; Fort Collins, Colo.; New Haven, Conn.; Fort 
Wayne, Ind.; Concord, N. H.; Lakewood, Ohio; Provi- 
dence, R. I.; Gary, Ind.; Buffalo; Cincinnati; Los 
Angeles; Tulsa, Okla.; Minneapolis; Anderson, Ind.; 
Spokane, Wash.; Knoxville, Tenn.; Mansfield, Ohio; 
Ridgewood, N. J.; Terre Haute, Ind.; Staten Island, 
N. Y. Canadian winners are: St. Jean, Que.; Ottawa, 
Ont.; Montreal; Arvida, Que.; Brantford, Ont.; 
Sherbrooke, Que.; Richmond, Que.; Trois-Rivieres, 
Que.; and Timmins, Ont. Winners by states are: 
Alabama, Tuscaloosa; Arizona, Kingman; Arkansas, 
Pine Bluff; California, Los Angeles; Colorado, Fort 
Collins; Connecticut, New Haven; Delaware, Wilming- 
ton; Florida, Fort Lauderdale; Georgia, Atlanta; 
Idaho, Boise; Illinois, Chicago; Indiana, Fort 
Wayne; Iowa, Dubuque; Kansas, Wichita; Kentucky, 
Louisville; Louisiana, New Orleans; Maine, Port- 
land; Maryland, Mt. Rainier; Massachusetts, Pitts- 
field; Michigan, Benton Harbor; Minnesota, Minne- 
apolis; Mississippi, Greenwood; Missouri, Cape 
Girardeau; Montana, Billings; Nebraska, Beatrice; 
Nevada, Reno; New Hampshire, Concord; New Jersey, 
Jersey City; New Mexico, Raton; New York, Buffalo; 
North Carolina, Fayetteville; North Dakota, Minot; 
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Ohio, Lakewood; Oklahoma, Tulsa; Oregon, Portland; 
Pennsylvania, Scranton; Rhode Island, Providence; 
South Carolina, Charleston; South Dakota, Water- 
town; Tennessee, Memphis; Texas, El Paso; Utah, 
Salt Lake City; Virginia, Roanoke; Washington, 
Spokane; West Virginia, Parkersburg; Wisconsin, 
Milwaukee; Wyoming, Casper; Alaska, Ketchikan. 


16, INSURANCE STORES. The year-old experiment of 
Liberty Mutual Insurance company in operation of 
its ground floor "insurance store" at Hempstead, 
Long Island, has been so successful that the com- 
pany has opened three additional locations and ex- 
pects to extend the plan widely. The three other 
"stores" are in Atlanta, Ga., Evanston, Ill., and 
Andover, Mass. The Hempstead experiment resulted 
in a 55% increase in number of policies sold there, 
and a 90% increase in premiums. Number of persons 
visiting the ground floor "store" has been 25 times 
as great as visited the former sixth floor office 
of the company in Hempstead. 


17. 1945 FIRE RECORD. Estimated fire losses in the 
United States during 1945 were $455,329,000 as 
against $423,558,000 in 1944, according to the an- 
nual announcement of the National Board of Fire Un- 
derwriters. The total, the highest recorded since 
1930's mark of $463,613,362, was an increase of 
approximately 74% over 1944. Estimated fire losses 
by months for the two years were: 











Month 1944 1945 
GEE, ors cess backcoos $ 38,572,000....$ 44,865,000 
er 38,280,000.... 41,457,000 
rere 39,084,000.... 40,876,000 
NMA. ai ss 3), a/wilstiadave ake ciate 34,746,000.... 37,950,000 
RE peer eee 32,815,000.... 34,153,000 
RIN *s2igh did ausiets/mra sl aeecsiela 30,555,000.... 34,090,000 
NS a Cid areiang-o aie ar 32,706,000.... 34,054,000 
CO Se ee 30,618,000.... 34,096,000 
SORPCOMDEP .cccccccces 31,448,000.... 32,447,000 
errr 32,173,000.... 34,470,000 
| na are 33,847,000.... 37,393,000 
Oe __48,694,000....__ 49,478,000 

| tee $423,538,000....$455,329,000 


18, R. I. COMPENSATION RATES. An increase of 20.3% 
in Rhode Island workmen's compensation rates, ef- 
fective Mar. 1, 1946, has been recommended by the 
National Council on Compensation Insurance. The 
recommendation was made after a survey of recent 
Rhode Island experience, one factor being the legal 
right of an injured Rhode Island worker to collect 
both workmen's compensation and cash sickness bene- 
fits. Effective date of the recommendation was 
postponed one month after Rhode Island Insurance 
Commissioner J. Austin Carroll had conferred with 
members of the National Council, the original ef- 
fective date having been Feb. 1, 1946. 


19, AGENTS' ASSOCIATION CHANGES. Wallace Rodgers 
and John G. Mayer have been appointed assistant 
secretaries of the National Association of Insur- 
ance Agents, according to a recent announcement by 
the organization's president, Hunter Brown, Pensa- 
cola, Fla. 


20, WASHINGTON RATE ORDER POSTPONEMENT. An indef- 
inite postponement of the effective date of the 
rate reduction order for companies writing fire 
and lightning insurance in the District of Colun- 
bia, pending review of the protests filed by car- 
riers, has been announced by D. C. Superintendent 
of Insurance Albert F. Jordan. The expense ratio 
which had been specified in the rate reduction 
order was 43%; this was disputed as being inadequate 
for all companies under local conditions. Super- 
intendent Jordan indicated that he would review the 
reduction order and the argument and testimony pre- 
sented by the insurance carriers, and would then 
issue an order embodying his decision. 


21. INSURANCE EXECUTIVES ASS'N. ELECTIONS. E. L. 
Williams was reelected president of the Insurance 
Executives Association at the annual meeting of 
that organization held Jan. 16, in New York City. 
F. W. Koeckert, United States manager of the Con- 
mercial Union Assurance Co., Ltd., a British car- 
rier, was elected chairman of the board of trustees 
to succeed Esmond Ewing, Travelers Fire Insurance 
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Co. W. Ross McCain, Aetna Fire Insurance Co., was 
named vice chairman, and J. C. Evans, Great Ameri- 
can Insurance Co., was chosen treasurer. The fol- 
lowing fifteen trustees were chosen: Peter J. Ber- 
ry, Security Insurance Co. of New Haven; H. C. 
Conick, United States manager Royal-Liverpool 
Group; John R. Cooney, Firemen's Insurance Co.; G. 
Perry Crawford, Glens Falls Insurance Co.; B. M. 
Culver, America Fore Group; Esmond Ewing, Travelers 
Fire Insurance Co.; J. M. Haines, Phoenix Assur- 
ance Co., Ltd.; Charles C. Hannah, Fireman's Fund 
Insurance Co.; J. K. Hooker, Automobile Insurance 
Co. of Hartford, Conn.; F. Koeckert, United 
States manager Commercial Union Assurance Co., 
Ltd.; W. H. Koop, Great American Insurance Co.; C. 
S. Kremer, Hartford Fire Insurance Co.; F. D. Lay- 
ton, National Fire Insurance Co. of Hartford; W. 
Ross McCain, Aetna Fire Insurance Co.; Harry F. 0g- 
den, Fidelity and Guaranty Fire Corporation. 


22, PACIFIC UNDERWRITERS MEETING. The annual meet- 
ing of the Fire Underwriters Association of the 
Pacific has been scheduled for Mar. 6-7, at the 
Fairmont Hotel, San Francisco. A regional meet- 
ing of insurance commissioners representing the 
Pacific and mountain states is expected to be held 
at the same time. 


23, N. A. I. C. COMMITTEE MEETING. A drafting sub- 
committee of the National Association of Insurance 
Commissioners met at the offices of the New York 
State Insurance Department, New York City, on Jan. 
16, to study the rating bills prepared by that or- 
ganization's committee on Rates and Rating Organ- 
izations. The purpose was to make minor and editor- 
ial changes, as authorized at the recent Grand 
Rapids meeting of the Association. Commissioners 
Seth B. Thompson of Oregon, Charles F. J. Harring- 
ton of Massachusetts, Newell R. Johnson of Minne- 
sota, and Robert E. Dineen of New York were present. 





24, HOSPITAL WITHDRAWALS. Seventeen Michigan hos- 
pitals have announced their withdrawal from coop- 
eration with the Michigan Blue Cross hospitaliza- 
tion plan, contending that their receipts from this 
source no longer cover their increased costs. Under 
their contracts the hospitals continue to furnish 
Blue Cross service for six months after notice of 
withdrawal. A conference of hospitals cooperating 
under the plan is expected to be held soon in an 
effort to iron out differences which have devel- 
oped. 


25, MUTUAL DIVIDEND CONTROL. The Texas Supreme 
Court in a recent opinion held that, in ordering 
that dividend plans of mutual insurance companies 
be submitted to it and approved before becoming ef- 
fective, the Texas State Board of Insurance Com- 
missioners overstepped its authority. The suit was 
brought by the Texas Employers Insurance associa- 
tion to enjoin the Board's order of Oct. 18, 1944, 
which had been held in abeyance pending decision. 


26, NEBRASKA ASSIGNED RISKS. Nebraska Insurance Di- 
rector Stanley Matzke has announced that April 1 
will be the date for beginning of operations of the 
voluntary assigned risk plan for automobile liabil- 
ity insurance there. A physically disabled driver 
rejected for insurance by three companies may apply 
to a central committee representing all insurance 
carriers, and his policy will be assigned to one of 
the participating companies at an advanced rate. 














27. N. F. P. A. MEETING. The fiftieth annual meet- 
ing of the National Fire Protection Association has 
been scheduled for June 3-7, at the Hotel Statler, 
Boston. The Association's board of directors met 
in New York City Jan. 28, to plan the meeting. 





28. CANADIAN FIRE LOSSES. Fire losses in Canada 
during 1945 increased $12,000,000--a gain of al- 
most 30% over 1944--according to preliminary esti- 
mates released by the authoritative Canadian pub- 
lication, Monetary Times. Losses are estimated as 
having been $52,524,414 as against $40,562,478 in 
1944, with the admission that losses may prove to 
have been much higher when final Government figures 
are available and when full credit has been given 
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for unreported fires. Without provision for unre- 

ported fires, December losses are estimated as hav- 

ing been $4,748,100 as against $2,841,900 in 1944. 

Annual estimated fire losses by provinces were: 
1944 


1944 1945 

pS 2 ee er ar $ 1,896,284....$ 2,764,585 
British Columbia ...... 3,601,949.... 6,614,950 
A a 1, 258,967T.... 1,848,450 
New Brunswick ......... 2,028,3082.... 2,280,500 
Hove Seotia .... 62.00% 2,840,832.... 4,479,539 
DI sie widss os «es cess 13,356,516.... 20,607,290 
Se Oe eee | 360,000 
ON ee ere e se 14,213,460.... 13,320,050 
Saskatchewan .......... 1,218,591.... 749,350 

ee ree $40,562,478... .$52,524,414 


29, CHARLES C. HANNAH DIES. Charles C. Hannah, 
president of the Firemen's Fund Group, died Jan. 20 
in San Francisco, Cal., as the result of an opera- 
tion. He had served as president of the group since 
October, 1943. 





30. CANADIAN BOND RESTRICTIONS. Purchases of Can- 
adian bonds or debentures made by non-residents 
after Jan. 19, 1946, will not be accepted for regis- 
tration by the Canadian Foreign Exchange Control 
Board at Ottawa. The effect, the Board explained, 
will be to make such securities ineligible for sub- 
sequent outright sale in Canada. Purchases already 
registered are not affected. The reason for the 
move is held to be a Canadian desire to restrict the 
future amount of interest payments required to be 
made to non-residents. Equities were not affected 
by the ruling, since modification of dividend poli- 
cies could be made in case of future exchange dif- 
ficulties. 





31, INSURANCE TEACHERS MEETING. C. A. Kulp, of the 
Wharton School of Finance and Commerce, University 
of Pennsylvania, was elected president of the Amer- 
ican Association of University Teachers of Insur- 
ance at the first post-war meeting of the organiza- 
tion, which was held Jan. 25 at the Hollenden Hotel, 
Cleveland. The meeting was the first held in sev- 
eral years. J. A. Fitzgerald, University of Texas, 
was named vice-president, and Chester A. Kline, 
University of Pennsylvania, was reelected secre- 
tary-treasurer. The retiring president, Frank G. 
Dickinson, University of Illinois, replaced Edison 
L. Bowers, Ohio State University, on the executive 
committee. J. M. Breen, who developed the educa- 
tional program of Lumbermen's Mutual Casualty com- 
pany, Chicago, over a period of years, also was 
named to the executive committee, succeeding L. P. 
McCord, Jacksonville, Fla., who has been active in 
the educational program of the National Association 
of Insurance Agents. The Elizur Wright Insurance 
Literature Award for 1945 was presented to Alfred 
N. Guertin, actuary of the American Life Conven- 
tion, Chicago, for his writings in recent years. 
The one-day session was divided into two sections. 
At the first meeting, devoted to problems in the 
life insurance field, Alfred N. Guertin treated 
standard non-forfeiture and valuation legislation; 
his address was discussed by Henry H. Jackson, Na- 
tional Life Insurance company of Vermont. Devel- 
opments in state life insurance legislation result- 
ing from Public Law 15 was the topic of Clyde Cover, 
Lincoln National Life Insurance company, Fort 
Wayne, Ind. Irvin Bendiner, Philadelphia attorney, 
led a discussion of this address. The second sec- 
tion, presided over by S. S. Huebner, University of 
Pennsylvania, was devoted to fire and casualty in- 
surance. John A. Diemand, president Insurance Com- 
pany of North America, Philadelphia, traced current 
developments in comprehensive property-casualty 
insurance. E. C. Stone, U. S. general manager of 
Employers Liability Assurance Corp., Ltd., Boston, 
spoke on developments in property and casualty in- 
surance legislation resulting from Public Law 15, 
confining himself principally the subjection of 
rate deviations. The discussion which followed 
the property-casualty session was led by Ralph H. 
Blanchard, Columbia University, New York. Postwar 
insurance problems furnished the theme of an ad- 
dress by Ohio Superintendent of Insurance Walter 
Dressel at the banquet session which ended the 
meeting. 
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32, SIROIS MUTUAL ASS'N. EXECUTIVE. Edward D. Sir- 
ois of Lawrence, Mass., former secretary to Gov. 
Leverett Saltonstall of Massachusetts, has been 
appointed executive vice-president of the Mutual 
Fire Insurance Association of New England, with 
offices at 89 Broad street, Boston. The post for- 
merly was held by Raymond C. Baker, who resigned 
recently to reenter public relations work in New 
York City. The new mutual executive recently was 
released from the Army of the United States with the 
rank of colonel, after five years of service, muci 
of which was in the China-Burma-India theater. He 
is also a veteran of World War I. In addition to 
having served as secretary to then Gov. Saltonstall 
before his entry into military service in 1941, the 
new mutual executive had served six years in the 
Massachusetts House of Representatives, and is a 
former chairman of the Massachusetts Republican 
State committee. He will assist George L. Barnes, 
the association's legislative counsel, in legisla- 
tive matters. 





33. "NO CLAIM CREDIT" REFUSED. The proposal of the 
Fire Association of Philadelphia and affiliated 
companies that they be permitted, without extra 
initial charge, to return 20% of the premium on 
personal property floater policies incurring no 
losses during the period of a year, has been re- 
jected by the New York state insurance department. 
The ruling held that policies having such an en- 
dorsement should be written at a higher initial 
rate than full coverage policies not providing for 
a "no claim" credit. The proposal previously had 
been rejected by the Inland Marine Insurance Bu- 
reau, filing agency in New York for the companies 
involved. "We cannot agree with certain reasoning of 
the applicants’ counsel to the effect that as long 
as its financial solvency is not endangered it 
would be justified in adopting for a particular 
line or class of risk rates which would not be ex- 
pected to produce a profit, assuming normally pru- 
dent operating expenses and good underwriting judg- 
ment," stated the decision, which was signed by 
deputy superintendent Walter F. Martineau. "The 
accepted principles of rate-making do not permit 
of so-called loss leaders." 





34, NEW MISSOURI MUTUAL. The Farm Bureau Mutual In- 
surance company of Missouri has been organized at 
Jefferson City, with the following directors: H. E. 
Slusher, Lexington; J. S. Williamson, Columbia; J. 
W. Crouch, Turney; S. K. Tweedle, Carrollton; Orma 
E. Mackey, Centralia; E. C. Adams, Blue Springs; C. 
R. Talbert, Kenneth; Georgia B. Palmer, Ethlyn; 


aoe A. Bowman, Fairfax; and Thomas Huskey, Marble 
ill. 





35, OHIO TAX CASE DELAY SOUGHT. Motions have been 
filed in Common Pleas court at Columbus, Ohio, to 
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continue until the issue has been decided by the 
Supreme Court of the United States the cases which 
four life insurance companies brought after they 
had paid their Ohio premium taxes under protest and 
had the money placed in a separate fund. The four 
companies, which claim the Ohio law is unconstitu- 
tional because domestic insurers are taxed at a 
lower rate than foreign carriers, are Phoenix Mu- 
tual Life Insurance company, Pacific Mutual Life 
Insurance company, Massachusetts Mutual Life In- 
surance company, and Connecticut General Life In- 
surance company. 


36. ALL-INDUSTRY COMMITTEE MEETING. The insurance 
all-industry committee--organized to study the im- 
pact of the Sherman and Clayton anti-trust laws and 
the Federal Trade Commission and Robinson-Patman 
acts on the business of insurance--concluded a 
three-day meeting in New York City Jan. 25. A con- 
ference sub-committee of five appointed for the 
purpose at the previous meeting reported it had 
conferred Jan. 17-18 with the committee on Federal 
Legislation and the committee on Rates and Rating 
Organizations of the National Association of Insur- 
ance Commissioners and had discussed with them the 
differences between the rate regulation legislation 
approved by the commissioners' organization and 
that favored by the all-industry committee. These 
discussions have been continued, and will be con- 
tinued. The sub-committee on the Sherman Act re- 
ported to the all-industry committee that it has 
set up a special committee--consisting of the Asso- 
ciation of Casualty and Surety Executives, the Bu- 
reau of Personal Accident and Health Underwriters, 
the Federation of Mutual Fire Insurance Companies, 
the National Association of Insurance Agents, the 
National Association of Mutual Casualty Companies, 
and the National Board of Fire Underwriters--to 
study the effect of the Sherman Act with reference 
to matters not directly connected with rate-making. 
The sub-committee designated to consider treatment 
of automobile and other overlapping coverages in 
fire and casualty legislation also made a progress 
report at the Jan. 25 meeting. A March meeting of 
the all-industry committee will be held, at a time 
and place decided by the conference sub-committee. 





37, ILLINOIS PREMIUM TAX. The Illinois Insurance 
department has announced that it will appeal the 
Jan. 30 decision of Judge L. E. Stone, in Circuit 
Court at Springfield, that the 2% tax on gross 
premiums of foreign carriers collected by Illinois 
is unconstitutional. The decision came in the suit 
of Columbian National Life Insurance company of 
Boston against the state insurance director and 
state treasurer. It stated that section 409 of the 
Illinois Insurance code, under which the tax is in- 
posed, is void because it places a discriminatory 
burden upon interstate commerce. 
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What Will Rate Regulation Mean 


to Inland Marine Insurance? 


By T. C. ANDERSON 


He lack of thoroughgoing reg- 

ulation in the field of inland 

marine insurance has permitted 
the underwriter to quote such rates 
as suited his fancy, and to create or 
vary forms at a policyholder’s whim. 
\s a result, the inland marine under- 
writer long has been the envy of his 
more circumscribed associates respon 
sible for underwriting the orthodox 
fire insurance and casualty insurance 
lines. He has been a carefree and 
even a romantic individual, if such a 
character can be conceived as exist 
ing in the prosaic world of insurance. 
In a sense it is to be regretted that 
progress in the insurance business has 
caught up with him, and is about to 
tie him down. 


That a much stricter regulatory 
pattern than has prevailed in the past 
lies in the offing for inland marine in 
surance in the United States cannot 
be doubted by any observer who has 
kept an informed eye upon recent de- 
velopments in this field. The move- 
ment toward closer regulation gained 
momentum very slowly for a number 
of years, and its progress might have 
continued gradual had it not been for 
the 1944 opinion of the Supreme 
Court of the United States in the 
South-Eastern Underwriters Associa- 
tion case. Its finding that insurance 
is commerce within the meaning of 
the Constitution of the United States 
gave the movement a mighty shove. 
There can be no escaping the fact 
that inland marine insurance is now 
on its way toward close regulation of 
rates and forms by state regulatory 
authorities, and the process is not 


going to require any great number of 
years to complete. 

Regulation will make important 
changes in the writing of inland ma- 
rine insurance. Some are obvious, 
such as the trend toward stabilization 
and standardization. Some must be 
the subject for conjecture. This ar 
ticle is an effort to take a look at in 
land marine insurance’s future under 
regulation, and to indicate what lines 
the changes will take by a summary 
of past developments. 

Rates and forms used by the fire 
underwriters have been regulated or 
prescribed by insurance departments 
and rating bureaus for many years. 
Protection of property against loss 
by robbery and theft have been the 
prerogatives of the casualty insurance 
companies. The inland marine de- 
partments of the fire insurance com 
panies were able to combine fire and 
casualty coverages and to bridge the 
gap between specified perils policies 
by use of the “all risk” form. The 
policyholder benefited because he was 
able to purchase a much broader pro 
tection than was available from either 
a fire or a casualty company, or from 
any combination of coverages which 
they were able to offer. 

It was natural that a considerable 
amount of property came to be in- 
sured under the broad inland marine 
forms. It was also natural that the 
fire insurance underwriters and the 
casualty insurance men urged that 
steps be taken to prevent too great 
encroachment of inland marine insur- 
ance upon the casualty and fire fields. 

The first attempt at regulating in- 
land marine insurance was the devel- 
opment of the Nation-wide Definition 
and Interpretation of the Insuring 


Powers of Marine underwriters. This 
was a joint effort of insurance com- 
panies and the insurance commission- 
ers of many states. This “Nation- 
wide Definition” attempted to limit 
inland marine insurance to transpor- 
tation risks. Some compromises had 
to be made with the main objective 
because of customs which had de- 
veloped in the insurance business. 
Stationary structures such as bridges 
were allowed to be insured under in- 
land marine policies. The fiction of 
transportation insurance was carried 
on by the argument that bridges, radio 
towers, and transmission lines were 
instrumentalities of transportation 
and as such were insurable under an 
inland marine or transportation pol- 
icy. 

The “Nation-wide Definition’’ pro- 
hibited the writing of the personal 
property floater. It was the conclu- 
sion of the men who drew the “Na- 
tion-wide Definition” that the per- 
sonal property floater granted cov- 
erage on property at a fixed location 
and was not really a transportation 
policy. Public demand has counter- 
acted the decision until today the 
personal property floater is permitted 
in all but one state. It has taken 
over a large portion of the fire insur- 
ance formerly written on household 
furniture, and what has been lost to 
the fire departments of the insurance 
companies has been gained by the in- 
land marine departments. 

Aside from the limitations imposed 
by the “‘Nation-wide Definition,” reg- 
ulation of inland marine insurance 
has been slow in developing. Such 
regulation as has been imposed has 
heen principally in connection with 
personal floater lines, where a prin- 
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cipal part of the coverage has been 
fire insurance in the residence of the 
policyholder. A few states have re- 
quired the filing of inland marine 
forms and rates, but almost any form 
and rate which was filed in accordance 
with the prescribed method could be 
used by a company. There has been 
little uniformity in the filings. 


The first important regulation of a 
rigid type has been in connection with 
the personal property floater. Sev- 
eral states have required that the 
personal property floater be super- 
vised by the fire insurance rating bu- 
reaus. This was done principally un- 
der the fire rate regulatory powers of 
the insurance departments because 
the personal property floater did pro- 
vide fire coverage in the residence of 
the policyholder. However, some 
states went beyond the regulation of 
the fire portion of the coverage, and 
prescribed or subjected to approval 
the loading charges which were added 
to the fire premiums. It can be said 
that there was comparatively little reg- 
ulation of inland marine coverages, 
and that what regulation there was 
applied only to those cases where an 
inland marine policy was replacing a 
coverage formerly provided under a 
fire insurance contract. 


It is to be noted that the regulation, 
although small in extent, has been in- 
creasing. Since the first regulation 
in the form of the “Nation-wide Defi- 
nition,’ an increasing number of 
states have laid out rules for inland 
marine rates or forms. Governmental 
regulations would probably have been 
much more rigid had the industry not 
regulated itself to a large extent 
through the medium of voluntary as- 
sociations such as the Mutual Marine 
Conference and Inland Marine Un- 
derwriters Association. These bodies 
were really rating bureaus of an un- 
official nature and they have exerted a 
powerful stabilizing effect on the in- 
land marine business. 


The trend toward regulation of in- 
land marine insurance has received a 
sharp impetus as a result of the Su- 
preme Court decision in the South- 
Eastern Underwriters Association case. 
Rate regulatory laws which include 
inland marine insurance have been 
passed by ten states. The degree of 
regulation under these laws is not uni- 
form and some laws, such as those 
of New York and Connecticut, apply 
to the types of inland marine insur- 
ance which are ordinarily written ac- 
cording to class rates or manuals. 
However, the insurance departments 
of these states have authority to call 
for experience filings in the non-reg- 
ulated classes, apparently with the ob- 
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ject of determining whether regula- 
tion will need to be applied at some 
time in the future. It must be kept 
in mind that the Supreme Court de- 
cision did not start the regulation of 
inland marine insurance, but merely 
accelerated it. 

The rating of inland marine risks 
has been the subject of much contro- 
versy. The individuals who compute 
the inland marine rates, the under- 
writers in the insurance companies, 
have contended that the rates are 
based upon numerous factors, many 
of them intangible, and that the com- 
putations are orderly and logical and 
are based upon the long experience of 
the underwriter who makes the rates. 
Rating experts in the fire and casualty 
fields have questioned this viewpoint 
and have contended that inland ma- 
rine rates are 90% guesswork and 
10% computation. In support of this 
view, scientifically-minded rate men 
point to the wide variation in rate 
quotations which may be secured 
from different companies on the same 
risk. In the early days of inland ma- 
rine insurance, most of the risks were 
large and justified individual rate 
quotations. Consequently, there was 
no uniformity and the shrewd policy- 
holder was able to secure his inland 
marine coverage at rates far below 
levels which would be considered ade- 
quate in the fire insurance department 
of the same company. 


URING the past fifteen years an 

increasingly large proportion of 
the inland marine business has been 
accounted for by the premiums of the 
small policyholder. Individual poli- 
cies are now written in large numbers 
on jewelry, furs, and on a person’s 
entire belongings, in ‘the personal 
property floater. It no longer is pos- 
sible for an insurance company to 
require its agents to refer all inland 
marine risks to the home office of the 
company for special quotations. On 
these individual policies it is neces- 
sary for the agent to have an estab- 
lished rate which he can quote. In- 
surance companies issued manuals 
which prescribed established rates for 
the types of policies most likely to be 
written by their agents. For instance, 
jewelry policies and fur policies have 
been written at manual rates since 
shortly after the first world war. 
Manual rates gradually have been ex- 
tended to include some twenty types 
of inland marine coverage. Industry 
regulation of inland marine cover- 
ages has been a logical development 
of manual rating. Since companies 
were publishing rate manuals for the 
smaller lines, many companies decided 





to pool their ideas in an organization 
and to establish a uniform manual for 
companies members of the organiza- 
tion. 


The Inland Marine Underwriters 
Association was established on Janu- 
ary 1, 1931, for the stated organiza- 
tion purpose of stabilization and co- 
operation. Uniform rates, forms, 
and agency commissions were among 
its objectives. It consists of the prin- 
cipal inland marine-writing stock in- 
surance companies. Mutual fire in- 
surance companies banded together in 
the Mutual Marine Conference in 
October, 1936. Its objectives are 
much the same as those of the Inland 
Marine Underwriters Association, ex- 
cept that the mutual group never has 
attempted to regulate agents’ com- 
missions. Both groups have tended 
to stabilize the forms and rates used 
by their member companies, although 
the mutual group has been more lib- 
eral in permitting deviations in the 
classes of business under its control. 
Both groups operate in much the same 
manner, with final decisions on forms 
and rates made by committees com- 
posed of company representatives, 
and with the mechanical functioning 
of the organization in the hands of a 
paid secretary. The net effect of 
these organizations is that the insur- 
ance industry already is regulating 
about half of the inland marine 
classes. Accelerated state regulation 
finds the industry in a position to co- 
operate with state insurance depart- 
ments. 


Recently, state regulatory legisla- 
tion has caused some changes in the 
approach of the company associations 
toward inland marine forms and rates. 
The Inland Marine Underwriters As- 
sociation has decided to continue as 
an advisory body to its member com- 
panies. They have organized what 
is known as the Inland Marine Rat- 
ing Bureau, and it is the latter organ- 
ization which is being licensed in the 
various states as the bureau for stock 
company rates and forms. Insurance 
companies not eligible for member- 
ship may be admitted as subscribers, 
and any company, stock or mutual, 
and whether or not a member of the 
Inland Marine Underwriters Associa- 
tion, may become a subscriber. The 
Mutual Marine Conference has 
elected to secure licenses as an inland 
marine rating bureau wherever re- 
quired, without the formality of or- 
ganizing a separate rating bureau for 
that purpose. The essential difference 
between the Inland Marine Under- 


writers Association and the Mutual 
Marine Conference appears to be in 
the regulation of agents’ commissions, 
and this may be the reason for the 
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organization of a separate rating bu- 
reau by the Inland Marine Under- 
writers Association companies. 


There are several large insurance 
companies writing a considerable vol- 
ume of inland marine business which 
have operated independently of the 
bureaus up to this time. The larger 
of them may find it advantageous to 
continue independently, even though 
this will require the filing of a manual 
in each state where they operate. It 
is considered likely that the smaller 
independent insurance companies will 
join one or the other bureau in order 
to eliminate the necessity for individ- 
ual filing. 


About half of the inland marine 
business now written is effectively 
regulated by the industry organiza- 
tions or by state regulatory laws. 
These regulated lines are principally 
the personal coverages such as the 
personal property floater, the personal 
jewelry and fur policies, personal ef- 
fects coverages, musical instrument 
floaters and similar policies written 
for individuals ; the premium per pol- 
icy is relatively small. There are 
variations in the forms and rates be- 
tween the Inland Marine Underwrit- 
ers Association and the Mutual Ma- 
rine Conference, and between the 
forms and rates of the independent 
companies. The variations are not 
wide, however, and the advantage 
which a policyholder can secure in 
form or rate as between one company 
and another do not differ greatly 
from those available in the fire and 
burglary field. Whatever differences 
there are will diminish as a result of 
further state regulation, but for prac- 
tical purposes it may be considered 
that the personal inland marine lines 
already are regulated effectively. 


The other half of the inland marine 
business is still on a judgment and 
bargain basis. Forms and rates dif- 
fer widely between risks and between 
insurance companies. The inland ma- 
rine underwriter contends that they 
vary according to the needs of the 
policyholder and the hazards of his 
business. Regulatory authorities and 
fire underwriters contend that the 
forms and rates vary in proportion 
to the competition, and are more fav- 
orable to the policyholder when com- 
petition is severe. These are ex- 
treme views and the truth lies some- 
where between them. 


It is true that many inland marine 
rates have been “pulled out of the 
air,” with little more than the under- 
writer's judgment as a basis for them. 
One of the best examples of this type 
of rating is in connection with the 
motor truck cargo business. The av- 
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erage rate for a small trucker is from 
2% to 3% of the limit of liability 
which he wishes for his trucks. For 
example, if he has five trucks with a 
$2,000 limit of liability on each, the 
rate would be applied to the $10,000 
total. Rates vary somewhat accord- 
ing to the radius of operation and the 
commodities hauled, but there is little 
uniformity in the way these factors 
are applied. The mutual companies 
are experimenting with a formula 
developed by their Mutual Marine 
Conference in which there are defi- 
nite percentages and charges for 
radius of operation, commodities 
hauled, protective devices and cov- 
erage provided by the policy. Indi- 
vidual companies also have informal 
schedules. But the entire picture still 
is confused, and a trucker who has a 
clear loss record can secure surpris- 
ingly low rates in view of the value of 
the commodities which he hauls. 


The rate situation is even more un- 
stable in connection with the very 
large trucking risks. Companies and 
agents are eager to secure policyhold- 
ers whose annual premiums run 
$1,000 a month or more, and they will 
go to considerable lengths to secure 
favorable rates for such trucking con- 
cerns. 


Inland marine underwriters have 
attempted to work out methods where- 
by large premiums may be paid on a 
reporting basis. Motor truck cargo 
lines and laundry bailee policies fre- 
quently are written with premiums 
paid as a percentage of the gross re- 
ceipts of the operator. This has been 
unfortunate, because the gross re- 





Important Steps in the Regula- 
tion of Inland Marine Insurance 
Rates and Forms 


‘1931 Formation of Inland Marine Under- 
writers Association (industry regu- 
lation). 

1933 Adoption of Nationwide Definition 
and Interpretation of the Underwrit- 
ing Powers of Marine and Transpor- 
tation Underwriters (combination of 
industry and state regulation). 

1936 Formation of Mutual Marine Con- 
ference (industry regulation). 

1937 Missouri requirement that personal 
property floater daily reports be sent 
through Missouri Audit Bureau. 

1939 Wisconsin regulation of several in- 
land marine insurance lines, and re- 
quirement that daily reports be sent 
through stamping office. 

1939 Illinois requirement that bureau be 
formed to regulate personal prop- 
erty floater. 

1943 Michigan requirement that personal 
property floater daily reports be 
sent through stamping office. 

1945 Extension of rating laws in ten states 
to cover inland marine insurance. 
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ceipts may not bear much relation- 
ship to the liability which the insur- 
ance company assumes. For example, 
in the motor truck cargo business a 
trucker’s gross receipts depend upon 
the weight and volume of the com- 
modity hauled. A high-value article 
may be relatively cheap for the truck- 
er to haul and would produce a small 
amount of receipts for the trucker, 
but the liability to the insurance com- 
pany would be relatively high. 


A similar situation has resulted in 
inadequate premiums on laundry bail- 
ee’s policies during the recent war. 
Prentiums calculated as a percentage 
of gross receipts were based upon a 
two-day or three-day turnover of 
laundry. During the war this turn- 
over increased to periods of two or 
three weeks, without any increase in 
the receipts of the laundry for the 
same amount of business. Frequently 
a laundry would have ten times as 
much customers’ goods on hand as 
was customary before the war, but 
the gross receipts would not have in- 
creased by more than two or three 
times. Consequently, the fires which 
occurred have resulted in losses far 
greater than were anticipated by the 
premium calculations on a pre-war 
basis. 


A the time the Supreme Court 

of the United States declared 
that insurance is commerce, the inland 
marine rates might have been divided 
into three sections. 


First was the group of manual 
rates which were regulated either by 
the state insurance departments or by 
voluntary bodies within the industry 
itself. These rates were principally 
applied to classes of business where 
individual premiums are comparative- 
ly small, such as the personal lines of 
insurance. 


A second group of rates was that 
in which speciffe rates were promul- 
gated by the insurance industry rat- 
ing association. The Inland Marine 
Underwriters Association published 
or promulgated to its members specific 
rates on large risks of fine arts and 
jewelry policies, and upon certain 
classes such as the furriers’ custom- 
ers and jewelers block policies. 


The third class of inland marine 
rates was that in which the insurance 
companies were perfectly free to cal- 
culate rates according to their own 
judgment and the competition for in- 
surance business in the individual 
case. It undoubtedly is true that this 
third class consisted principally of 
risks which would be difficult to sep- 


(Continued on page 24) 
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consumer financing. 


them strong competition for the business. 


cy of the more highly competitive situations developing 
in our postwar economy seems to be that in the field of 
The established finance companies are re- 
ported straining at the leash in their anxiety to finance time 
purchases of consumer goods as soon as a sufficient volume ap- 
pears in the markets; the banks are reported as prepared to give 


Insurance men are interested in the automobile finance field, 
the so-called Bank-Agent Plan having been devised to permit 
the insurance agent to write the insurance on a purchased car 
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bank. 


of this situation. 


and to aid the purchaser in financing his buy direct with a local 
In the past the automobile dealer often controlled place- 
ment of both insurance and finance paper. 

Much has been written of the agent’s and the banker's side 
Presented herewith, without comment, are the 
remarks of a qualified spokesman for the finance companies’ 
point of view—Owen L. Coon, chairman of the board of directors 
of General Finance Corporation. 
Chicago meeting of bank loan officers, they merit careful read- 
ing by anyone interested in automobile insurance production. 





Although made before a recent 
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The Other Side 


of the Bank Consumer Credit Picture 


By OWEN L. COON 


HERE are generally two sides 
to all questions.” In seeking an 
answer to any question, partic- 
ularly one that involves financial pro 
grams, it is well to have available 
every possible piece of information. 
Fewer mistakes are then made. You 
have heard the good side of this pic- 
ture from the Chairman of the Con 
sumers Credit Committee of the 
American Bankers Association. It 
is now my responsibility, and my duty 
as I see it, to give you the other side 
of the picture, which in this case is 
the bad side. 
For twenty years now I have been 
a finance company executive in the 
automobile instalment credit — field. 
For the last five years my family has 
owned the controlling stock of a near 
Loop bank in Chicago, with present 
deposits in excess of thirty millions. 
When banks began to intrude them- 
selves into the instalment credit field, 
I decided to learn at first hand their 
prospective strength and weakness. 
[ decided to learn definitely whether 
it was going to be necessary for me 
to transform the capital of our finance 
company into the capital stock of a 
bank or a string of banks. I decided 
the only way that one could know 
certainly the answer to the question 
was to buy a bank, forget prejudices, 
learn how it operated, find out what 
could be done and not done with con- 
sumer credit under Government reg- 
ulation and examination of banks. 
Then, thought I, our company will 
really know just how effective banks 
are going to be as competitors from 


a long trend standpoint. That very 
thing I then proceeded to do. We 
bought control of a bank—to learn 


about your business! 

I little wonder at your confusion as 
you approach the question of decid- 
ing how and in what manner your 
respective banks shail enter the con- 
sumer credit picture, if at all. It 
has taken me several years to make 
up my own mind definitely on this 





matter, working as I have on both 
sides of the fence at the same time 
with the object of finding the very 
answer to this question. Many of 
you of necessity must work on only 
one side of the fence and can receive 
only an occasional chance to look 
behind the scenes and see just a part 
of the picture on the other side. Four 
years ago, I was chairman of the 
board of the bank, and expected in 
due course to spend all of my time in 
the banking field. [I am no longer an 
officer of the bank and expect to 
spend the remainder of my life as 
chairman of the board of a finance 
company. As individuals, we still re- 
tain our stock interest in the bank 
and expect to continue to do so, be- 
cause it is an excellent investment in 
a bank that will continue to function 
as a bank and not as a finance com- 
pany masquerading under the guise 
of a bank charter. We have employed 
a good bank president and a good 
bank staff and are careful to stay out 
of their road. I am back in the 
finance business up to my ears and 
expect to stay there, because I now 
have the firm conviction that finance 
companies, and not bdnks, will con- 
tinue to be the dominating factor in 
the instalment credit field. 

What has caused me to come to 
this conclusion? Perhaps the answer 
will save you and some of your asso- 
ciates the time and effort which I 
have had to expend in finding the 
answer to this question in my own 
case. I shall talk to you quite frank- 
ly, “without gloves on’’, exactly as 
myself and my associates have talked 
back and forth about this problem for 
many months. 

To enter the instalment credit field 
as a banker you must first decide how 
you are going to get the business. 
There are two ways to get it: first, 
the dealer route ; second, direct to the 
public, ignoring the dealer. The two 
routes don’t mix. You cannot per- 
manently travel both routes. When 
you finance “direct to the public” and 
ignore the dealer, you cause the deal- 


er to lose his reserve or participation 
in the finance charge and sooner or 
later he will not do business with you. 
Just try it and see. 

Let us examine the difficulties you 
will experience as you go down each 
of these routes, some of the difficul- 
ties being common to both roads. 

Let us first examine the dealer 
route, which is the road where real 
volume flows in the instalment credit 
field. When, however, you elect to 
go the dealer route, you must face all 
of the troubles that go with capital 
loans, new car wholesale, used car 
wholesale and other unorthodox loans 
which are always in the area of deal- 
er relationships. 

In the first place, you will want to 
and must assist in getting dealers 
established. You must help the deal- 
er obtain a lease or help him finance 
the building of a showroom or the 
remodeling of one, help him find a 
bookkeeper and some salesmen, help 
him get a franchise from the factory, 
make him a capital loan, if necessary, 
secured generally by prospects only, 
to be repaid at the rate of so much 
per car as sales are made; not on any 
more definite basis. If you are going 
the dealer route, you must do as the 
finance companies have done. You 
must help the dealer breathe the 
breath of life into his business, a 
business which is entirely promotion- 
al in nature. You must be the mid- 
wife. Banks do not make good mid- 
wives. 

Among my bank recollections, I 
recall very definitely that bank ex- 
aminers do not like capital loans to 
automobile dealers. They say that 
the business of the new dealership is 
not seasoned, has no record af prior 
earnings, has not sufficient net cur- 
rent assets to support the loan, no 
definite and certain plan of retire- 
ment, except out of uncertain future 
income. 

The first lesson I learned, there- 
fore, upon my entrance into the bank- 
ing field, was that I was not a free 
agent as I had been in the finance 
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business—free to risk our own cap- 
ital to render a service to a dealer 
starting in business and thereby se- 
cure a long time lien on the retail 
instalment business coming from that 
dealer’s showroom floor. Upon sober 
reflection, I came to the conclusion 
that the bank examiner was right, 
that he could not and should not per- 
mit banks to use demand_ liability 
money obtained from the public to 
make advances of this character, even 
though they are necessary and cus- 
tomary in finance company operations. 
I gradually began to realize that there 
is a difference in the kind of money 
which a finance company has to use 
and the kind of money a bank has 
available for use in this field. A 
finance company has risk capital to 
use, a bank does not. Banks are en- 
trusted with the public’s demand 
money, fiduciary funds, so to 
speak. Banks borrow from the pub- 
lic through the acceptance of depos- 
its at a ratio of twenty to thirty times 
their net liquid capital. You men, as 
credit officers of banks, have hereto- 
fore refused to loan finance compan- 
ies more than three times their liquid 
net worth, and are only now giving 
consideration to liberalizing this to 
perhaps four or five times net work- 
ing capital in the post-war period. 
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You would not think of loaning a 
finance company twenty times its net 
worth, much less thirty times its net 
worth! Do you think that the bank 
examiners of this country are going 
to permit you bankers to use the 
funds of the public for your own ac- 
count in a manner that you yourselves 
will not permit us to do, as finance 
companies, in our banking relation- 
ships with you? 

As I continued to ponder ihe prob- 
lem of how to make a bank function 
with volume in the consumer credit 
field through the dealer route, I fin- 
ally decided to forget the time-hon- 
ored practice of helping to start new 
dealerships in order to inherit their 
future retail paper. As a banker, I 
decided that I would have to let the 
finance companies and factories start 
the dealers in business. However, 
after they had them started, and had 
done the constructive, creative work, 
[ would then, but not before, start 
up my bank competition and attempt 
to take them over. The adoption of 
this policy, however, did not set very 
well with me. It sort of went against 
the grain, so to speak, because hidden 
way down inside of every finance 
executive is the desire to be creative, 
to help build new businesses in a con- 
structive way, and not merely try to 


Achieving volume entails handling mine-run business 
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grab some profit out of another fel- 
low’s work. However, I saw no other 
alternative. Such, thought I, was the 
price I had to pay to be a_ banker. 
With such a revised dealer acquisi- 
tion policy in mind, I selected for 
bank solicitation a list of dealers al- 
ready set up in business, who did not 
need a capital loan but only required 
the usual new and used care wholesale 
accommodation. 


WELL recall one of such dealers 

who requested a $60,000.00 whole 
sale iine, when approached to do busi- 
ness with the bank. It was a very 
proper request; $40,000.00 for new 
cars at 100% of the factory cost, and 
$20,000.00 for used cars at 90% of 
low book on current models and 80% 
on older used cars. I gladly extended 
the credit and closed the deal right 
then and there. I never realized that 
I was doing anything unusual. To 
me, it was just the routine handling 
of a dealer account. The dealer had 
his rent, taxes and bills payable up 
to date, he had a few dollars in the 
bank, a few good (and some slow) 
accounts receivable on the books, a 
small inventory of parts. He had 
about $10,000.00 of net current as- 


sets. 
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I made this commitment without 
consulting the Executive Committee 
of the bank because in the finance 
business competition trained us to 
say “yes” or “no” today, not a week 
or ten days from today after a com- 
mittee had been consulted. Realize 
that management passes on all credits 
in the finance business and gives an- 
swers forthwith Banks _ operate 
through credit committees which meet 
only periodically. Herein lies another 
fundamental weakness in banks that 
enter the instalment credit field 
through the dealer route. Frequently 
a finance company branch manager, 
hundreds of miles from the finance 
company home office, without even a 
telephone call to his headquarters, 
may make a commitment to a dealer 
and disburse funds. We train them 
that way. I soon discovered, how- 
ever, that my well-intentioned new 
business activities in the banking field, 
without committee approval, was not 
according to Hoyle. The _ bank’s 
management was shocked, to say the 
least. Some carry-over directors 
from the preceding era of ownership 
by others knew nothing about instal- 
ment credit, how it was obtained and 
how it was serviced. They fought 
against what was to me a routine 
dealer transaction. 


Finally, after creating considerable 
friction, I got the arrangement ap- 
proved. However, to make matters 
worse, the bank examiners didn’t like 
the loan either, after it got on the 
books. The very idea of loaning an 
automobile dealer six times his net 
current assets, and one-third of it on 
used cars, inventory that always 
stands around on used car lots some- 
times as much as six months or longer. 


So, to keep peace in the family, 
keep the bank examiners and the di- 
rectors and the management of the 
bank all happy, I put my tail between 
my legs, forgot about my stock own- 
ership in the bank, went out to see 
my dealer friend and told him that I 
was sorry but that “he did not be- 
long” to a bank—that he and I should 
go back into the finance company field 
where we were both understood and 
where we could conduct our opera- 
tions like dealers and finance men had 
been doing for 20 years or more. 


The peculiar thing about the whole 
situation is that the bank examiners 
and those dissenting directors and the 
management of the bank were right 
and I was wrong. Again, I had failed 
to realize in advance the difference 
between the kind of money a finance 
company has to work with and the 
kind of money a bank has to loan. 
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Sut, it was to get that very education 
that we had purchased the bank. 


I have come to have a great deal 
of respect for bank examiners. They 
seem determined to prevent a repeti- 
tion of the fiasco which you men, as 
bankers, permitted to occur in this 
country in 1932. I have found that 
they are not so bad as credit men. 
They know when abnormal risks are 
being taken. They don’t need much 
education. Certainly they are never 
going to permit the banking structure 
of this country to get into a situation 
like it faced in 1932, and such means 
that the wide spread use of the dealer 
route—as we know it—is closed to 
you. There is a difference, we must 
admit, between what it is okay for a 
finance company to do with risk cap- 
ital and borrowings of three, four 
or five times liquid net worth, and 
what it is okay for a bank to do with- 
out risk capital and operating on a 
borrowing ratio of from 20 to 30 to 
1. You bankers do not have the 
credit elasticity of a finance company, 
and the banking authorities of this 
country are never going to permit 
you to have it. It is not sound from 
the public standpoint that you should 
have it. 


Still, I was determined to see how 
I could make a bank effective in the 
consumer credit picture, on a volume 
basis, not on the nickel and dime basis 
that exists in a “direct to the public” 
approach. As a banker I had thus 
far found it impossible to make the 
usual capital loans to dealers that are 
customary in the finance business. I 
had found that new and used car 
wholesale lines to dealers could not 
be granted without committee approv- 
al, and even then not on a basis that 
was necessary to get volume business. 
Still, I thought there must be some 
way to push this consumer credit 
through a bank by the dealer route. 


I next decided that I would get 
some dealers whoedid not need any 
capital loans (although frequently 
some of the largest and most lucra- 
tive dealer accounts need them). I 
decided I would find some dealers 
who did not need used car wholesale, 
who did not need anything but new 
car wholesale and that only occasion- 
ally, dealers who were so strong finan- 
cially that their financial statements 
and ratios of borrowings to net cur- 
rent assets would look good even to 
a bank examiner and to my fellow 
directors. So I secured the entire 
list of dealers in Chicago and Cook 
County, the second largest automo- 
bile market in the country. I picked 
out the dealers who would measure 





up to such standards. Out of 406 
dealers I found less than twenty. 
This was all that remained of my 
dealer market for prospective solici- 
tations. I knew I could not expect 
to get all of even this limited group 
of dealers lined up for our bank. 
You might be interested in knowing 
that I finally ended all of this “fuss- 
ing around” with less than ten dealer 
accounts in this second largest mar- 
ket in the entire country. Some of 
these dealers were so strong finan- 
cially that they could borrow on a 
wholesale basis from banks and se- 
cure their borrowings with retail au- 
tomobile collateral, had they so de- 
sired, similar to a small finance com- 
pany. I also discovered the age-old 
maxim that the less the risk the lower 
the yield. Such was my experience as 
a banker going the dealer route in 
attempting to make an entrance into 
the consumer credit picture. It will 
be your story as well if you attempt 
to go into the consumer credit field, 
by the dealer route, and not direct to 
the consuming public. 


Finance companies use bank funds, 
it is true, but a substantial bumper 
of risk capital exists to protect the 
bank against any possible loss. In 
granting capital loans to dealers and 
extending the new and used car whole- 
sale accommodations that are cus- 
tomary in the automobile industry, 
many kinds of advances are made that 
bank examiners will never in the 
world permit you to make to any 
great extent. As you men approach 
this credit problem you must under- 
stand that a dealer is, to a great ex- 
tent, a partner of the finance com- 
pany. The relationship, in paper 
form, may be that of debtor and 
creditor. Regardless of that, however, 
the finance company in many ways is 
a partner of the dealer and must al- 
ways so remain. Banks on the other 
hand must always shun relationships 
that in theory as well as practice have 
possibilities of turning out to be part- 
nerships. Banks are set up to be 
creditors at all times, with a satis- 
factory cushion of net worth to pro- 
tect the loan. Automobile dealer 
credit, in general, never has been and 
never will be proper bank credit. I 
say “never will be” because of the 
type of personality of the average 
automobile dealer. He starts as an 
automobile salesman, learns how to 
sell automobiles, gradually saves a 
few dollars, obtains connections with 
a finance company and a factory in 
due course, and finally starts in busi- 
ness for himself. He is promotion- 
minded, with all that goes with it. 
Were he not that way, he would fail 











in his business. He must sell, sell, 
sell, frequently high-pressure selling, 
under the lash of factory sales pres- 
sure which is pressure of the highest 
type I have ever seen in action. This 
auto dealer cannot, except in rare 
cases, be a balanced businessman ; 
credit-minded plus new __ business- 
minded. The pressure to live, in 
normal times when cars are ample to 
meet demand, is such that he must 
be lopsided, and more sales-minded 
than credit-minded or he will fail. 


Being sales-minded as he is, he be- 
comes a credit problem. He is a 
“hail-fellow-well-met,” enjoys living 
well—too well as a rule—when he 
begins to make money. He wants to 
borrow money for a home in the 
country, a farm, a yacht, a home on 
a lake in the North woods, a hunting 
lodge. He is a sales promoter. I 
know these men, I have lived with 
them for twenty years. They are 
grand men. I love them, but I know 
their deficiencies exactly as they know 
mine. They are not and never will 
be, in general, suitable bank credits. 
Furthermore, most of them have no 
desire to be bank credits. They have 
a “financial home” and most of them 
seem satisfied with it. 


Many dealers seem to want to take 
on sidelines: automobile race track 
operations, night club operations, 
raising nuts in Florida, etc., etc. 
Every time such moves are made the 
dealer either depletes his liquid work- 
ing capital or wants a “long-eared 
loan” to make his project possible. 
If you don’t give it to him he is 
grieved, wants to go to some other 
finance company which has_ been 
knocking on his door for the last two 
or three years. 


After you have given him the 
money, you then start to work with 
him like the very devil to keep his 
business from being wrecked by it. 
If you are going the dealer route, as 
you must to get real volume in this 
business, get yourself ready for all 
such problems as an average daily 
routine. If you want to avoid such 
problems, go the “direct to the pub- 
lic” route. ; 


UT there is not only inflexibility 

in bank credit operations on 
dealer capital loans and dealer whole- 
sale new car credit and on dealer 
wholesale used car credit. There is 
also bank credit inflexibility on retail 
credit in a dealer operation. When 
acquiring instalment credit through 
dealers, one must to a great extent 
take retail credit “mine run”. Real- 
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ize that a dealer wants to make that 
sale. To consummate it is the only 
way he can make a living. He is not 
primarily credit-minded. He expects 
short down payment deals to be taken. 
Yes, 15% down payment deals, some- 
times even less, as in 1941 before 
Regulation W came into existence. 
The time will come again when Regu- 
lation W will no longer be in exist- 
ence, for this is now the era of lessen- 
ing Government control in matters 
of production, wages, prices, and 
credit terms. The dealer expects the 
occasional older model used car deal 
to be taken at fourteen months; yes, 
even eighteen months, when twelve 
months or less is proper. If you are 
doing business the dealer route, you 
must take such deals, or the dealer is 
dissatisfied with your credit service 
and will go elsewhere. If reposses- 
sions result from a non-recourse ar- 
rangement, it is “no skin off the deal- 
er’s back”. He expects you to have 
a used car garage where such cars 
can be repaired and resold, and in a 
manner that does not rob him of his 
used car prospects. Did you ever go 
through the used car garage of a 
finance company in period like 1938 
(and such periods will come again!) ? 
Car upon car, wrecked fenders, 
cracked motor blocks, seats missing, 
upholstery removed, batteries gone, 
paint scratched, flocks of mechanics 
preparing the cars for sale, an auc- 
tioneer knocking them off to the high- 
est bidder at the rate of one every 
two minutes, in a period when one 
car out of every six on your books 
comes back for resale. You men 
have never lived through a period like 
that, have you? Well, it is a great 
experience. The first hundred years 
are the hardest. 
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If you are operating with the deal- 
er on a repurchase basis, and your 
collection and repossession expenses 
sky-rocket out of sight, and the deal- 
er expects such repurchased items to 
be placed on used car wholesale until 
resold in a slow market, then and not 
until then will you bankers know what 
it is to really serve instalment credit 
acquired through a dealer. What do 
you think the bank examiner will say 
and do to you in such periods? Real- 
ize that banks have never had the 
pleasure of living through a 1938 or 
a 1931 or a 1932, since the bank con- 
sumer credit picture started to devel- 
op. You men, as bankers, have experi- 
enced a real estate bond explosion 
and a stock market blow-up. You 
have never had to live through one of 
the periodic heavy instalment credit 
repossession eras. May God bless you 
when that times comes. . . . And it 
will. 


But, you say, “We’re going to do 
business only with good dealers. We 
will miss all of this.” No matter 
how good the dealer is, you must face 
the hazard of taking non-selective 
retail credit risks or the dealer will 
take his business elsewhere when the 
problem of keeping up sales is at his 
door. Even with good dealers who 
try to co-operate with you in every 
way possible, unusual things always 
seem to occur, because instalment 
credit is a trouble business. The op- 
erating problem is one of making a 
business of systematically handling 
troubles. 


Well do I recall how we purchased 
from one of the best dealers in Chi- 
cago—a dealer who, by the way, is 
a bank director — fifty-six deals on 
gypsies, not knowing we were doing 
so. This good dealer had a salesman 
working for him who was not so 
good. He sold these new cars, one 
after the other, to a bunch of gypsies 
with framed credit statements, that 
even got through the checking of our 
finance company credit department. 
It is a good department, too, and well 
trained. When we woke up to the 
situation we had fifty-six new car 
accounts on our books and all the 
correct information we had was the 
motor and serial numbers and make 
of the car. Did you ever face the task 
of trying to find fifty-six cars in the 
hands of fifty-six gypsies somewhere 
in the United States of America? 
With no more information than that? 
They do travel around, you know. 
Such is what happens once in a while 
when you do business with even a 
good dealer, as you would call him, 
who by accident gets a bad salesman 
on his payroll. You can exercise the 
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power of selection over what dealers 
you do business with, but you cannot 
check the past records of every sales- 
man for every dealer you do business 
with. 


OU may therefore decide, as | 
Wiad the American Bankers 
Association has suggested you do, to 
go direct to the consumer and pass up 
the problems involved in dealer rela- 
tionships. But, when you do that 
you pass up the possibility of acquir- 
ing real volume in the instalment 
credit field. Your problem then as 
sumes an entirely different character. 


First, your cost of acquisition goes 
up, and your volume goes down. Ad- 
vertising costs increase and they must 
stay up or the volume down 
even further, with increased operat- 
ing costs per deal handled. 


goes 


Sometimes figures are deceiving, 
unless interpreted against a broad 
background of knowledge and under- 
standing. Recently, the brochure on 
automobile sales financing put out by 
the State Farm Mutual Automobile 
Insurance Company, of Bloomington, 
Illinois, came to my attention. It 
points out in large type, on a blue 
background, ““New profit opportunity 
for Banks.” The accompanying let- 
ter states that such company alone 
insures more than 1,250,000 auiuimo- 
biles and says that it is the world’s 
largest automobile insurance company. 
True—that is a lot of automobiles. 
{ut it is only about 5% of the total 
cars on the road, and certainly not 
more than 50% of such automobiles 
have unpaid liens against them. The 
policyholder instalment potential of 
the world’s largest automobile insur- 
ance company (according to its state- 
ments), the State Farm Mutual, has 
therefore only a potential instalment 
market of 244% of the total, even 
if all their customers financed automo- 
biles through the banks. In 1941, 
the accompanying letter states, more 
than 91,000 policyholders were taken 
by State Farm Mutual agents into 
approximately 2,500 banks for car 
financing. That is about thirty-seven 
deals per bank 
about three deals per month. 


in a year’s time—or 
The 
finance charges on that volume per 
bank would not pay the pro-rated 
telephone cost to the consumer credit 
department of such banks. Thirty- 
seven deals per year per bank from 
the world’s largest automobile insur- 
ance company. Well, the automobile 
finance office in a large city of our 
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country will handle that many trans- 
actions in a single morning on a slack 
day. You men must realize that this 
is a volume business. Can you begin 
to understand what the word ‘“vol- 
ume” really means? The finance busi- 
ness is one where overhead costs are 
spread over a tremendous volume 
which can never be acquired on a di- 
rect to the public basis at reasonable 
cost, without insurance profit. This 
business is like that of the packer, 
who makes his profit off the by-prod- 
uct, and a very nice profit he makes. 
But the percentage of profit is so 
small on such a large volume that the 
final net profit retained is equal only 
to the profit realized from by-prod- 
ucts. There are no by-products in 
this business except repossessions, 
which always cause loss and not prof- 
it. But it is a volume business in 
which men like myself are looking 
forward to making 1% on volume, 
with a lot of hard work and penny- 
pinching efficient operation. 


You can never get the volume on a 
direct to the public approach that will 
enable you to lower the cost of op- 
eration to meet the rates which fi- 
nance companies can “pull out of the 
hat” when they have to. In our bank 
operation we long ago faced the facts. 
We have a personal loan department 
to serve the customers of our own 
bank. Occasionally we place cards, 
advertising such department, in the 
bank statements that are sent out at 
the end of the month. We don't 
squander our narrow consumer credit 
profit dollars by trying to spread our 
name over the front pages of news- 
papers just for the fun of it, and 
raise our per unit cost per deal to the 
point of lowering our slim profit to 
nothing. The small loan business, 
with rates of two and three per cent 
per month, can afford stich advertis- 
ing; not the discount and bank per- 
sonal loan business on 5% per annum 
and lower ‘add charges. We 
also serve the small number of ultra 
financially good dealers by the dealer 
route which I have previously men- 
tioned—just a few crumbs from the 
table of consumer credit. The rest 
of our bank participation in the field 
is through finance companies other 
than our own. We have found that 
such is the way for a bank to oper- 
ate in this field and make a minor 
contribution to the bank’s total prof- 
its. By so doing our bank still re- 
mains a bank and operates as it 
should, and does not become a finance 
company. After trial and error we 
have found the whole truth in the 
simple statement that ‘a bank is a 


on” 





bank and a finance company is a fi- 
nance company !” 


Second—finance companies in the 
period just ahead will probably make 
1% on volume. On such a basis they 
will again make good money because 
of the enormous volume coming to 
them through dealer connections. One 
per cent on $10,000,000 of volume is 
$100,000 before taxes and $62,000 
after normal taxes of 38%. But, not 
until you have attempted to get even 
such a comparatively small volume as 
$10,000,000 by direct contact, by ad- 
vertising, through insurance agents, 
will you really know what it costs 
to acquire a semblance of volume on 
a direct to the public basis. 


In the third place, you bankers are 
not set up to receive insurance com- 
missions or insurance profits on fi- 
nanced automobiles. At least, such 
is true in most states. In those states 
where banks are permitted to write 
insurance and take commissions for 
so doing, do you think that the in- 
surance agents are going to co-oper- 
ate with you and bring their custom- 
ers into your bank for financing and 
permit you to write the insurance and 
take the commission upon such busi- 
ness that has formerly been theirs? 
The larger finance companies have 
their own insurance subsidiaries. In 
normal times (but not just at pres- 
ent) the profit from such operations 
reflected in an over-all consolidated 
income statement are substantial and 
make possible an over-all lower cost 
than will ever be available to banks. 
Perhaps in due course such may be 
sole profit in the consolidated finance 
company operation. Yet, even that 
can be quite substantial. You men, 
as bankers, cannot very conveniently 
have insurance company subsidiaries. 


In the fourth place, many of you 
will not have available the “package 
plan” which finance companies will 
use to better serve the public. Fi- 
nance companies will make available 
to the consumer, almost at cost, on a 
nation-wide basis, all of the advan- 
tages of a local motor club, with tour- 
ing service anywhere in the country, 
travel routing Service, towing serv- 
ice, bail bonds, etc. The finance com- 
pany, through its dealers and sales- 
men, will tell the advantages of such 
package plans to the buyer at the 
time the car is bought and before the 
financing is completed. Unless you 
can also furnish such service to the 
public you will be at a disadvantage 
in acquiring volume, even with the 
heavy advertising cost that goes with 
the “direct to the public” approach. 


(To be continued next month) 
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DEFERRED PAYMENT 
MERCHANDISE FLOATERS 


ASY payment buying—‘‘A dol- 
lar down and a dollar when you 
catch me’”—is America’s way 

ot buying everything from a washing 
machine to a diamond ring. Instal- 
ment selling helps the dealer to make 
a sale, and he can secure his full sales 
price immediately by turning the sales 
contract over to a bank or finance 
company. Usually the merchant must 
agree to take back the contract from 
the bank if the purchaser defaults, 
but under these circumstances the 
dealer has the right to repossess the 
property when payments are not kept 
up. 

The merchant’s greatest chances of 
loss are from destruction of the 
property by fire or other accident, or 
by conversion that is, disappearance 
of the purchaser with the property 
without having completed his pay- 
ments. The contract between dealer 
and purchaser usually prevides that 
the debt is not cancelled by loss of the 
property, but the financial position of 
the purchaser is frequently such that 
payment cannot be enforced except 
under threat of repossession. In cases 
of conversion, it is obvious that pay- 
ment cannot be secured unless the 
purchaser is located. The dealer needs 
protection against loss from these 
circumstances and both hazards may 
be insured under an inland marine in 
surance policy. 

The deferred payment merchandise 
floater may be issued to cover both 
the interest of the seller and that of 
the purchaser, or it may insure only 
the interest of seller. If it is a double 
interest form covering both the seller 
and the purchaser, the insured value 
is the total of the values of all proper- 
ty covered by outstanding notes. 
Where it is a single interest form cov- 
ering only the interest of the seller, 
the insured value is the amount of 
outstanding balance. 

It is not permissible under the “Na- 
tion-wide Definition” for policies to 
cover beyond the point at which the 
interest of the seller ceases. 


An inland marine policy issued to 
protect a merchant on deferred pay- 
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‘UNDERWRITING AND TECHNICAL PROBLEMS OF 
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ment property customarily is a speci- 
fied perils policy and, protects against 
loss by fire, windstorm, the so-called 
“extended coverage” hazards, and 
against loss during transportation 
from the merchant’s premises to the 
premises of the purchaser. Sometimes 
the transportation coverage 
worded that the property is also pro- 
tected while being moved from one 
location to another by the purchaser. 


is sO 


Insurance companies grant conver 
sion coverage only when the dealer’s 
clientele is known to be of the high- 
est grade and other underwriting con- 
siderations indicate that “skipping” 
is infrequent. Conversion coverage 
on purchasers of household appliances 
in a stable neighborhood of a town 
or medium sized city would be much 
more acceptable than conversion cov- 
erage on diamond rings and fur coats 
cold by downtown stores in large 
cities. 

Single interest policies may be is 
sued in either of two ways. The first 
provides that in case of a partial loss 
the insurance company shall not be 
able until the seller’s interest is im- 
paired. For instance, an appliance 
worth $1,000 might be damaged to 
the extent of $400 at the time when 
only $500 remains to be paid. The 
appliance is still worth more than the 
unpaid balance and the seller's inter- 
est is not impaired. The 1-urance 
company woud have no liabil-ty. 


The second method of insuring the 
single interest of the seller is to in 
ciude a provision thet the liability of 
the insurance company shall be a no 
greater proportion of the loss than 
the amount of insurance bears to the 
total value of the property. This is 
the equivalent of a 100% co-insurance 
clause. In the example quoted in the 
preceding paragraph, the insurance 
company would be liable for 5/10 of 
the loss, or $200, which is the pro 
portion that the amount of insurance, 
namely $500, bears to the total value 
which is $1,000. 

The policy may be issued to the 
dealer, or to the finance company or 
bank, as the policyholder. The first 
information necessary for proper un- 
derwriting is a knowledge of the in- 
sured’s operations. A satisfactory risk 
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would be one selling a stable line of 
merchandise in considerable quanti- 
ties to a good class of purchaser. The 
“white collar” trade is a better risk 
than factory workers, whose incomes 
may fluctuate seasonally or according 
to the prosperity of a large manufac- 
turing plant. 


The physical location of the pur- 
chasers is an important factor. A 
neighborhood furniture house might 
have a large concentration of insured 
values within a single conflagration 
area in a city. From the standpoint 
of fire hazard, the insurance company 
might find itself heavily involved as 
a result of a conflagration. The city 
store having a widespread clientele 
would be a better risk insofar as con- 
flagration hazard is concerned. 


While the most frequent type of 
deferred payment floater is one issued 
to a retail merchant, this type of pol- 
icy might be issued to protect the sel- 
ler of any line of goods. Machinery 
and fixtures are sometimes purchased 
on the instalment plan by manufac 
turing and industrial concerns. In 
such cases the seller may carry insur- 
ance to protect the interest of either 
or both parties. It is important for 
the underwriter to know whether the 
instaliment sales contract provides for 
can¢ellation of the unpaid balance in 
case the property is destroyed by an 
insured catastrophe, or whether the 
purchaser is still liable for the pur- 
chase price if the property is de- 
stroyed. If the purchaser is still liable 
for the unpaid balance in spite of de- 
struction of the property, there may 
he some salvage in case of loss and 
this would make the risk somewhat 
more desirable. 


The installation floater is similar 
in nature to the deferred payment 
floater, but it is intended to cover 
fixed property during the period of 
installation. The inland marine cover- 
age must cease when the equipment is 
completely installed and accepted, 
even though there may be further pay- 
ments to be made on it by the pur- 
chaser. In this respect deferred pay- 
ment insurance on movable property 
differs from the installation floater 
on fixed property. 
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The basic rate for either a deferred 
payment merchandise floater or an 
installation floater is the fire insur- 
ance rate at the location involved, or 
the average fire insurance contents 
rate for the type of property where 
the insured property may be located. 
To the fire insurance rate would be 
added the rate for extended coverage, 
and loadings for whatever additional 
hazards might be assumed under the 
contract. Specifically, there should be 
a loading (1) for the transportation 
hazard, particularly when the property 
must be shipped a considerable dis- 
tance in contrast to a strictly local 
delivery, (2) for burglary and theft 
coverage when it is included in the 
policy, and (3) a considerable loading 
for conversion coverage when it is 
granted. 


The adjustment of losses under de- 
ferred payment merchandise floaters 
and installation floaters must take in- 
to account not only the provisions of 
the insurance policy but also the pro- 
visions of the sales contract. If the 
policy does not protect the interest of 
the purchaser and the purchaser is 
still liable for the unpaid balance, 
there may be a salvage to the insur- 
ance company even though the prop- 
erty is completely destroyed. Mere 
refusal to pay may not constitute con- 
version and the merchant must make 
a determined effort to recover the 
property before he can rightfully 
claim a loss under a conversion cover- 
age. 


The deferred payment merchandise 
floater provides the merchant with a 
protection which he will need in the 
coming era of increased retail sales. 
Satisfactory experience on the part 
of insurance companies can be ex- 
pected when their policies give them 
a satisfactory spread of liability at 
rates which are satisfactory for the 
hazard. Careful underwriting of each 
risk is necessary in order to establish 
whether the policyholder’s clientele is 
such that a satisfactory loss ratio will 
be sustained. 
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arate into set classes. The differences 
between such risks are large, and 
many times quotations were asked for 
a risk which never had been dupli- 
cated and perhaps never would be. 
The judgment of the underwriter is 
an important factor under such con- 
ditions, and is essential to producing 
a satisfactory loss experience for his 
company. 
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The possible effect of the Supreme 
Court decision and the accelerated 
regulation of inland marine rates now 
can be examined. There will be a 
further stabilization of rates and 
forms. The very act of making a 
filing with a state insurance depart- 
ment tends to set the form and rate 
because the mechanics of changing 
them become more difficult. Insur- 
ance companies which formerly found 
it to their advantage to operate inde- 
pendently now will weigh the differ- 
ences between independent operation 
and the difficulties involved in main- 
taining their individual filings with 
numerous state insurance depart- 
ments. Imaginary and minor advan- 
tages previously enjoyed will be dis- 
carded, in order to take advantage of 
the filing services performed by a rat- 
ing bureau. 


The rating bureaus themselves will 
tend to make fewer changes because 
of the mechanical problems involved 
in getting them approved by the state 
insurance departments. It may be 
anticipated that some insurance de- 
partments will ask for justification of 
changes. Companies and _ bureaus 
may be wise in examining their possi- 
ble justifications before changes are 
submitted. 


Important effects may be antici- 
pated as a result of the loss experi- 
ence filings to be required by some of 
the states. New York state has con- 
sulted with interested companies and 
bureaus and has adopted an inland 
marine classification system for re- 
porting purposes. Starting with 1946 
business, all companies operating in 
New York state will be required to 
file loss experience according to the 
new classification system. The con- 
solidation of this experience will be- 
come public information and will be 
available to all insurance companies. 
Heretofore, insurance companies and 
groups have been careful to keep their 
loss experience in various classes con- 
fidential. For instance, it has not 
been possible for independent com- 
panies to learn the loss experience 
on the personal property floater of 
the companies writing the majority 
of this class of business. Some 
shrewd guesses have been made, but 
the exact figures never have been 
available for critical study. Starting 
in 1947, the total experience of all 
companies operating in New York 
state will be available for the benefit 
of anyone interested. 


The availability of loss information 
probably will work to the advantage 
of the smaller insurance companies 


and groups. The large writers al- 
ready are aware of the loss ratios to 


be expected in the important classes. 
Some of the smaller companies and 
groups have been concentrating on 
the personal property floater and have 
been afraid to become aggressive in 
connection with other inland marine 
classes. With the loss experience of 
all insurance companies being pub- 
lished, the aggressive smaller carriers 
now will be able to determine which 
classes are desirable and which are 
the loss producers. The larger com- 
panies therefore may expect a drive 
on their more profitable classes of 
business as soon as the consolidated 
loss experience has become available 
for study. 


Another effect probably will be 
that inland marine insurance will be 
made to stand on its own feet. Rates 
for competitive purposes will become 
fewer as the loss ratios of bad classes 
become evident. 


The beneficiary of the regulation 
undoubtedly will be the policyholder. 
There have been too many cases where 
profits from the smaller lines of busi- 
ness have been used to offset the losses 
in the larger lines. The purchaser 
of personal inland marine policies has 
helped to pay the motor truck cargo 
losses and the contractor’s equipment 
losses wher they were underwritten 
for competitive purposes. 


There will be some increase in the 
cost of writing inland marine insur- 
ance. The mere mechanics of main- 
taining complete rate and form filings 
in forty-eight states and the District 
of Columbia is an expensive business. 
This will be offset to some extent by 
the increase in efficiency growing out 
of having the rating bureaus perform 
operations for many companies which 
some companies performed individu- 
ally under the previous arrangement. 
There will be less confusion to the 
policyholder, because the rate quota- 
tions and the forms of various com- 
panies will tend to become more near- 
ly alike. No longer will he be able 
to secure a dozen rate quotations on 
the same risk. Rates will become re- 
lated to loss experience, and this also 
makes sense to the policyholder. 


The trend toward regulation of in- 
land marine insurance was started by 
the companies themselves twenty 
years ago. It had progressed far by 
the time insurance became commerce, 
and the companies and bureaus are 
in an excellent position to meet the 
requirements of complete regulation. 
The policyholder will benefit and the 
companies will be more likely to get 
an adequate return for the risks cov- 
ered in all classes of inland marine 
insurance. 








